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WHAT, MR. AMPS, DO YOU 


Coffee! You bet it's coffee, 

You wouldn't be without 

your morning cup. And 

97% of all American fam- 

_ilies feel the same way, 

drink coffee at least 
once a day. 


Now let's see what this coffee habit 
means to you. Let's get practical. 
First. 40°% of all women believe that Silex 
glass coffee makers make better coffee. 
We're convincing more of ‘em every day. 
Second. Every Silex added to your line adds 
87 K.W.H. to your load, more than any other 
electrical appliance except a roaster. 

Third. Only 17% of our homes now have 
glass coffee makers. It's a wide open market. 
Remedy? Sell Silex, America's favorite 
glass coffee maker. A wide open market is 
waiting for you! 


* TRADE MARK REG. 


Push <o 4M €& MK and watch your load climt 


THE SILEX COMPANY ... DEPT. U.. . HARTFORD, CONN. 


Creators of the Glass Coffee Maker Industry 
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BARBER GAS 


Barber Pressure 
Regulators 
Increase Customer 
Satisfaction 


eee 


Ba Regulators keep 


good company — you'll find them 


endorsed and used by appliance manufacturers who are 
particular about their own product. You'll find them recom- 
mended by many gas companies for their customers’ use. In 
line with economical and efficient service to the public, a 
reliable pressure regulator always increases operating safety 
and economy, and reduces complaints and service calls. 


Barber Quality Regulators are well built and are thor- 
oughly tested for response within a range of 3/10 pressure 
drop. Materials are the finest—all bronze body, brass work- 
ing parts, phosphor bronze springs, high grade non-deteri- 
orating diaphragm. Barber is a regulator you are safe in 
recommending to your customers. 


BURNER CO., 3704 Superior Avenue, Cleveland, Ohio 


sure REGULATORS 


Burners For Warm Air Furnaces, Steam and Hot Water Boilers and Gas Appliances 





is page is reserved under the MSA PLAN (Manufacturers Service Agreement) 








Editor—Henry C. Spurr 
Associate Editors—EttswortH Nicuoxs, Francis X. Wetcu, Net H. Durry 
Financial Editor—Owern Ety 


Public OUtrilitres 
Fortnightly 
g 


VOLUME XXVII March L3, 1941 NUMBER 6 


Contents of previous issues q Pustic UTILitizs FoRTNIGHTLY can 
be found by consulting the “Industrial Arts Index” in your library. 


Utilities Almanack . 
Skyscraper of the Wilderness = (Frontispiece) 
Industry’s Call to Service in Middle 

Southwest .. Olaf D. Baker 
Inflation and the Outlook for the Utilities B. Morton Fullerton .. 
The New Order in East Asia Louise C. Mann 
Out of the Mail Bag = 
Wire and Wireless Communication 
Financial News and Comment 


What Others Think ... 


Experience Rating for Unemployment Taxes Discouraged 
Human Elements of the Gas Business 

A Statistical Report on REA Projects 

A Textbook on Regulatory Enforcement 


The March of Events 
The Latest Utility Rulings 
Public Utilities Reports ... 
Titles and Index 






































Pages with the Editors 
In This Issue 
Remarkable Remarks 
Industrial Progress 
Index to Advertisers 

















This magazine is an open forum for the free expression of opinion concerning public utility regula- 
tion and allied topics. It is supported by subscription and advertising revenue; it is not the mouth- 
piece of any group or faction; it is not under the editorial supervision of, nor does tt bear the 
endorsement of, 74 organization or association. The editors do not assume responsibility for the 
opinions expressed by its contributors. 





PUBLIC UTILITIES REPORTS, INC., PUBLISHERS 
Publication Office . ; CANDLER BUILDING, BALTIMORE, MD. 
Executive, Editorial, and Advertising Offices ... MUNSEY BUILDING, WASHINGTON, D. C 


Pustic Urititizs FortN1GHTLY, a magazine dealing with the problems of utility regulation a ie 

topics, including also decisions of the regulatory commissions and courts, preprinted from Public a. 

Reports, New Series, such Reports being supported in part by those conducting public utility ie Ge 

manufacturers, bankers, accountants, and other users. Entered as second-class matter April 29.1915, - vf . 

Act of March 3, 1879. Entered at the Post Office at Baltimore, Md., Dec. 31, 1936; copyrighted, 1941, 
Public Utilities Reports, Inc. Printed in U. S. A. 


PRICE, 75 CENTS A COPY ANNUAL SUBSCRIPTION, $15.00 
MAR. 13, 1941 4 





Public Utilities Fortnightly 








ELECTRIC POWER AND WATER 
COMPANIES 


and other Public Utility Companies interested in bill 


printing and addressing are invited to send for these 


case stories— 


A POST-CARD BILLING SYSTEM 
FOR A WATER COMPANY 


and 


TWO-COLOR BILL PRINTING 
FOR AN ELECTRIC POWER COMPANY 


Requesting this systems material carries no obligation. 


Just address: 


Systems Department 


THE ELLIOTT ADDRESSING MACHINE COMPANY 


157 ALBANY STREET 
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rs. Roosevelt’s daily newspaper column, 

which often serves as a valuable advance 
sheet for eventual New Deal program declara- 
tions, has been warning us that the consumers 
may notice quite a few changes in the retail 
market before many weeks. From _ other 
sources we hear the same notes of warning. 
The housewife may have to get along without 
aluminum pots and pans. Her husband may 
not be able to get a new automobile promptly 
delivered—or, at least, he may notice that the 
number of new automobile models has been 
reduced and standardized, and probably at 
price increases. 


But with the nation’s payrolls rapidly ex- 
panding as,the result of defense employment, 
some question is naturally raised as to what 
responsible citizens might do with their money 
as a precaution against inflation. Buying real 
estate is one of the usual “inflationary 
hedges.” But beyond a certain point, capable 
of personal or occupational usage, heavy real 
estate investment can become just as much of 
an inflationary risk as any other kind of an 
investment—in the light of increasing taxes 
and the fear of a depressive reaction for busi- 
ness, which. many predict will follow the de- 
fense boom. 


LOUISE C. MANN 


The old order yields place to the new as utili- 
ties develop in the Orient. 


(SEE Pace 337) 
MAR, 13, 1941 


6 


For the same reason, indiscriminate pur- 
chases of common stock—another favorite “in- 
flationary hedge”—are also risky. We witnessed 
that during the last depression, when the ab- 
rupt halt of business activity wiped out so 
much investment in common _ industrial 
equities. 


¥ 


;* was one of the paradoxes of the last de- 
pression that utility earnings and sound in- 
vestments in utilities held up longer and better 
than almost anything else, except government 
securities. Utility securities, of course, are 
supposed to be especially vulnerable during a 
period of inflation because of the rigid limita- 
tion on earnings imposed by political regula- 
tion. It was largely for that reason that some 
of the more speculative -investors turned up 
their noses at utility common stocks during the 
inflation period of the late twenties, which im- 
mediately preceded the depression which lasted 
throughout most of the following decade. 


Now we have again come to the point where 
investors, fearing a coming inflation, are evi- 
dencing some willingness to take a chance with 
common stocks. But, by the same token, they 
are skittish about the utility issues. Financial 
experts point to rising taxes and other operat- 
ing expenses and tell us the old story that 
utilities are doomed to be squeezed between 
such rising prices and fixed earnings, not to 
mention some other unfavorable complications. 


So it is something of a novelty to find a re- 
sponsible financial writer taking up the cudgels 
on behalf of the utilities on this inflation ques- 
tion. B. Morton Futierton, New York 1- 
vestment counsel, who conducts the monthly 
business review of the Financial World, tells 
us in effect that the reports of the forthcoming 
financial assassination of the utilities with the 
dagger of inflation have been greatly exag- 
gerated. While conceding a certain amount ot 
special difficulties for operating utilities dur- 
ing an inflationary period, Mr. FULLERTONS 
article (beginning page 330) makes out a good 
case for those who feel like standing by their 
utility holdings. 


a 


F“ away Nippon, China, and Singapore do 
not seem so far away any more. Pacific 
clippers shuttle back and forth with diplomatic 
emissaries who are here today and gone to 
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WORCESTER, MASS. 
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8 PAGES WITH THE EDITORS (Continued) 


morrow. The American press shows as much 
concern over naval movements in the gulf of 
Siam as it might have a century ago in the 
gulf of Mexico or even Chesapeake bay. The 
usual reasons given for the contracting uni- 
verse are probably responsible in this case as 
well: The radio, the airplane, the high-speed 
battleships, and so forth. But not the least of 
the modernizing influences which make the 
Orient seem closer and closer to us is the 
spread of public utility services and the higher 
living standards which inevitably follow in 
their wake. 


As long as the Nipponese and Chinamen 
were simply picturesque people who spent their 
lives padding about in paper houses drinking 
tea or smoking opium, there was something 
remote and perhaps inconsequential about 
what happened to them. But when we read of 
hundreds of millions of persons using gas and 
electric power, telephones, radios, street cars 
—or complaining because they can’t use them— 
these people take on the aspect of real persons. 
They become entitled to our sympathy, and—as 
the occasion demands—our hostility. In this 
issue our foreign correspondent, Louise C. 
MANN, noted traveler and writer on business 
topics, gives us some ideas on the new order in 
East Asia from the utility point of view. 


THE day is gone when we can look upon Far 
East citizenry as a collection of impractical 
mystics. By way of emphasizing this differ- 
ence in attitude, we recall a story told about 
Li Hung Chang, famous Chinese statesman, 
who visited a Clyde shipyard in England many 
years ago. The owners, sensing the possibility 
of a fat order for ships from the Chinese gov- 
ernment, were showing him through the yards 
with much cordiality when the noon whistle 
blew and all of the workmen dropped their 
tools and marched out of the yard for lunch. 


“Your slaves have all escaped,” cried Li 
in dismay. “They will never come back; what 
will you do now?” 


THE guides tried to explain that the work- 
men had just gone off to eat and would return 
in an hour. But Li, coming from a country 
where forced labor was about the only kind 
available, was sure that some terrible mishap 
had occurred and that his hosts were simply 
trying to cover up for politeness. So he was 
equally amazed when the whistle blew again 
and all the workmen marched, back to their 
places and got busy. This astonishment lasted 
for the rest of his visit. And when at the con- 
clusion of it the shipyard owners openly hinted 
that they could build some fine stout ships for 
his government, the famous Chinaman replied: 
“Never mind the ships; how much do you 
want for that whistle?” 


> 


‘eed BAKER, whose article on industry’s call 
to service in the Middle Southwest opens 
this issue, is a former banker and insurance 
man, now living in Miami, Oklahoma, who has 


MAR. 13, 1941 


OLAF D. BAKER 
A revitalized Middle Southwest forges the 
armor for an invincible America. 


(SEE Pace 323) 


written numerous articles appearing in busi- 
ness periodicals. 


¥ 


W: note with interest that our national 
preoccupation with matters of war and 
defense has not cut out the supply of new and 
useful textbooks on regulatory subjects. One 
of these, on the subject of enforcement of pub- 
lic service commission orders, is reviewed in 
this issue (page 367). The following statement 
from this worthy volume caught our eye, for 
obvious reasons : 


“The commissions now show a tendency to 
give up the publication in their Reports of 
the full text of orders for all cases, inas- 
much as the orders, together with the com- 
mission’s decision in all important cases are 
now published in more current and more ac- 
cessible form by Public Utilities Reports, 
Inc., and its advance sheets in Punic Uti- 
TIES FORTNIGHTLY.” 


¥ 


MONG the important decisions preprinted 
A from Public Utilities Reports in the back 
of this number, may be found the following: 


Tue Federal Power Commission conducts 
supplemental hearing to determine actual cost 
of a power project. (See page 35.) 


THE next number of this magazine will be 
out March 27th. 


- 
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You'd think it was INVENTED 
especially 4. INVENTORY ! 


NOW FOR THE FIRST TIME YOU CAN DO THE 
HOLE JOB ON ONE MACHINE...THIS MACHINE! 


@ EVERY CALCULATION IDENTIFIED 


by part number, item number, etc. 





@ <A PRINTED LIST and SUB-TOTAL 
of the individual units on hand .. . each listing 
represents a separate bin. 


TOTAL UNITS ARE CONVERTED 

into grosses, pounds, packages, reams, cases, etc. 

(in this case, into dozens) ... this calculation 
is done AUTOMATICALLY. 


@ TOTAL COSTS ARE COMPUTED 
multiplying cost per dozen ($2.16) by the 
number of dozen (188) printed by the 

previous calculation. 


| 


short... A PERMANENT, PRINTED RECORD for each item to 
e inventoried ... ONE unbroken calculation performed by ONE 
erator ...on ONE machine, with accuracy automatically 
sured. Remington Rand’s new Printing Calculator is the 
ily machine which can do the COMPLETE inventory 
culating job... Because it combines listing, adding and 
ibtracting facilities with the convenience of printed 
ultiplication and printed automatic division. 


STFOR INVENTORY? No indeed! The Printing Calcu- 
or is on the job in thousands of businesses, where- 
er there is figuring to be done. Mark-ups, discounts, 
imates, payrolls, invoice checking, costs, deprecia- 
bn. See it demonstrated today at your nearest 
emington Rand office. Or write Remington Rand 
., Buffalo, New York. 


The Remington Rand 








ONLY 
Remington 


Rand 


CAN FURNISH 
EVERY OFFICE NEED 
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rn 
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Liquidating 
stocks, 355 

UGI willing to sell scattered properties, 357. 

Bird’s-eye view of the nation’s defense budget, 
358. 


values of holding company 


Detroit Edison to split stock, 359. 
Interim earnings per share, 360. 


In What Others Think 
Experience rating for unemployment taxes 
discouraged, 361. 
Human elements of the gas business, 362. 
A statistical report on REA projects, 365. 
Textbook on regulatory enforcement, 367. 


cal 
In The March of Events 


SEC suggests sale, 371. 

Frank named to judgeship, 371. 
Reports power shortage, 371. 
News throughout the states, 371. 


> 
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Various regulatory rulings by courts and commissions reported in full text, 
pages 1-64, from 37 PUR(NS) 
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Another Example of VULCAN 
VERSATILITY 


in Soot Blower Design 





Valean unit makes notable 

4 year record in latest design, 

twin farnace Foster Wheeler 

steam generator installation 

at Oil City, Pa., station of the 
Keystone Public Service Company, 
operating on fuel relatively high 


in ash having a low fusion point. 
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can unit in twin-furnace Foster Wheeler steam 
herator completes 4 years’ service with NO TROUBLE 
D NO MAINTENANCE. 
}.» This despite unusual problems presented by 
el boiler and furnace design. 
.. As the drawing shows it was impracticable to 
all soot blowers from the front of the boiler as the 
hace construction precluded installation of con- 
tional type of elements and bearings to provide 
essary protection and support. 
-. Hence, entry was made at the back necessitating 
ng the elements a distance of about 26 ft., through 
——— and boiler tube banks to the super- 
r. 


.. Passage through high temperature, intermediate 
iperature and relatively low temperature zones, 
bs the factor of exceptional length, greatly compli- 
d the problems of securing adequate thermal pro- 
on, dependable support, and at the same time 
bvide for expansion and contraction without danger 
cutting tubes, 


olution was found by using HyVULoy element 


section for the high temperature area, VULcrom ele- 
ment for the intermediate, with the balance steel; and 
providing specially designed bearings to hold the 
members in such a way as to eliminate hazard of tube- 
cutting and directed expansion toward the back of the 
boiler, where it could be taken up by a suitable expan- 
sion joint. 

... Because of the advanced design of this boiler 
involving new features in soot-blower design and con- 
struction, Vulcan engineers inspected the installation 
monthly for many months, but the engineering was so 
sound that no trouble of any kind developed—Results— 
Perfect Operation—Perfect Cleaning—Reasonable Cost 
—And—vULCAN SOOT BLOWERS WERE SPECIFIED when 
a duplicate Foster Wheeler twin furnace steam generator 
was recently ordered by Keystone Public Service 
Company. 

. .. Whatever the characteristics of your boiler and 
setting, fuel, or load, Vulcan engineers can successfully 
solve any soot blower installation and operating prob- 
lem involved. We invite your consideration of Veun 
service with respect to any soot blower need. 


VULCAN SOOT BLOWER CORPORATION 


DU BOIS, PENNSYLVANIA 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 





—MOoONTAIGNE 





“To a large extent holding companies are the very 
sinews of American industry, ... ” 


¥ 


“You cannot legislate peace. You cannot prescribe 
harmony. You cannot decree codperation.” 


¥ 


... there may well be unemployment of two million 
or more even at the peak of defense production.” 


“ 


¥ 


“Only holding company managements who cannot 
handle their properties efficiently and fairly need fear 
the death sentence.” 


bd 


“The whole advance of our civilization has run closely 
parallel to the development of man’s resources for the 
utilization of power.” 


¥ 


“Feet and legs were made before automobiles, but, 
in the march of progress and ruthlessness, they are 
rapidly becoming obsolete.” 


¥ 


“In chasing wil!-o’-the-wisps of ‘social improvement’ 
we have literally thrown away in eleven years a sum 
equal to our entire industrial capital.” 


¥ 


“We have in Washington people who think the gov- 
ernment should go into the manufacturing business ona 
large scale. We are not in favor of this.” 


¥ 


“  . if the average manufacturer knew no more about 
his products than he does about his system of govern: 
. . . ” 
ment, he would not remain in business very long! 


5 


“Business is made extremely difficult when conducted 
under a cloud of continuing show-cause orders—the 
practical effect of constant espionage as to business be- 
havior.” 


12 
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THIS LITTLE CARD OFFERS 


$0 MUCH PROTECTION 
TO BURROUGHS USERS 





ee Only a Burroughs service man, paid and directed by 
for the Burroughs, carries this 1941 credential card. It is your 
assurance that he is qualified to service your Burroughs 


a equipment because— 
es, but, 


hey are He is trained at the Burroughs factory. 


He is instructed regularly about the adjustment, 
inspection and other service requirements of all 
ovement’ Burroughs machines, including the latest models. 
ls He installs only genuine Burroughs parts. 


His work is guaranteed by Burroughs. 
the gov- Burroughs service, reasonable in price and as near as 


a your telephone, is one of the major reasons why so 
many business enterprises buy Burroughs machines. 


BURROUGHS ADDING MACHINE COMPANY, DETROIT, MICH. 
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Epitor1AL STATEMENT 
Industrial News Review. 
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“Democracy cannot be preserved by economic feudal. 
ism. Nor can it survive by delivering powers to Wash. 
ington, as the responsibility thus placed on a bureaucracy 
is beyond its capacity to discharge.” R 


* 


“The government—local, state, or Federal—is justified 
in working toward a return to businesslike principles 
and rate policies, by building public plants whenever the 
public interests will be best served by this means,” 


>» 


“Wealth and resources, mountains of gold, and millions 
of acres of factories, are not power in the equation that 
is known over three-quarters of the world today. They 
can be organized into power; until then they are just 
bait.” 


¥ 


“There are and can be no Robinson Crusoe nations 
in this modern world. The electric spark and its mani- 
fold applications have destroyed those limitations of 
time and space which were at one time so obvious and 
so influential.” 


¥ 


“We forget that we have brought the national income 
from $40,000,000,000 in 1932 to $70,000,000,000 in 1939 
and nearly $75,000,000,000 in 1940. This is of greater 
importance than balancing the budget, and a still greater 
income is necessary before the budget can be balanced 
without too heavy a tax on that income.” 


¥ 


“The right of the people to express their will freely 
and to have their will prevail is the heart and soul of 
democracy. It was threatened here in the Tennessee 
valley, seriously threatened. But by persistence, by using 
our collective intelligence, by being on the side of the 
right, the peopie of the valley have won.” 


¥ 


. as highway costs have so far considerably ex- 
ceeded the total contributions toward those costs made 
by motor vehicle users, highway transportation has re- 
mained a tax consumer, whereas railroad transportation 
has been a tax producer, actually contributing toward 
the subsidies enjoyed by its competitors.” 


¥ 


“Every time American voters, in a tiny village or a great 
city, say ‘No!’ to a proposal to socialize a power system, 
they are doing two things. They are preventing the useless 
waste of government funds. And they are standing 
squarely in defense of an economic system, the American 
way of life, which has done more for the average man 
and woman than all the alien European ideologies rolled 
into one.” 


“ 
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Below — Hi-Pressure contact disconnecting 
switch 34,500 Volt 600 Amp on lines of an 
eastern utility. 





HI-PRESSURE CONTACTS 


characterize all 


R®]E swrcune cqupment 


The Hi-Pressure contact, a feature originated by 
The Railway and Industrial Engineering Com- 
pany, has revolutionized modern switch design. 
Switch contacts are wiped clean of dirt, corrosion, 
metal oxides, etc., with each operation and a elean 
metal to metal contact is assured. 


Pressure is constant, assuring a contact which is 
free from the arcing or spitting which interferes 
with proper radio reception. 


The original Hi-Pressure contact switches have 
been giving satisfactory service under all operating 
conditions for many years. 


RAILWAY AND INDUSTRIAL 
ENGINEERING COMPANY 


GREENSBURG, PENNA. 
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Here’s another addition to the list of outstanding 
1,000,000 1b per hr units. It is the only one of this size 
sold during 1940. Differing from previous 1,000,000 lb 
units, this one is designed for the highest pressure and 
temperature ever used for a unit of this size. Design 
pressure is 1,775 lb. Total steam temperature is 955 F. 
The unit consists of a special 3-drum boiler with Elesco 
Superheater and Economizer and Ljungstrom Air 
Heaters. The water-cooled furnace is of the slagging 
bottom type. It will be fired with pulverized fuel, em- 
ploy tangential burners and be equipped with C-E 
Raymond Bowl Mills. 


ACHIEVEMENTS or 





a oy 
| Hy 
a 








Here’s the “largest ever built” of the popular VU Unit 
which has brought the benefits of standardized design 
and construction to many public utility and industrial 
plants. This “record-breaking” job will have a maxi- 
mum continuous capacity of 300,000 Ib of steam per hr. 
It’s an oil-fired unit with a design pressure of 1,000 Ib 
and total steam temperature at the superheater outlet 
of 910 F. The superheater and economizer are both 
Elesco. The air heater is Ljungstrom regenerative type. 
The unit is the so-called outdoor type of which several 
have been installed throughout the country during the 
past few years. 


C-E PRODUCTS INCLUDE ALL TYPES OF BOILERS, FURNACES, PULVERIZED FUEL SYSTEMS AND STOKERS; ALSO SUPERHEATERS, ECONOMIZERS AND AIR HEATERS 


COMBUSTION: 
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EMPHASIZE BOTH SIDES OF 




































































other record is established by C-E with two unis 
@ the above which will be equipped with the largest 
aveling grate stokers ever built. Each of these C-E 
okers has a grate area of 586 sq ft. The units have a 
pacity of 185,000 Ib of steam per hr each, design 
ssure of 1,425 lb and total steam temperature of 
80 F. They are C-E 3-drum boilers equipped with 
lesco Superheaters, Elesco Economizers and Ljung- 
tom Air Heaters. The stokers are designed to burn a 
w grade fuel—No. 4 Buckwheat all through a 3/32” 
n with as much as 20% through a 1/32” screen 

hd running about 17% ash. 


R HEATERS 





C-E SERVICE 


to the public utilities 


Following the pattern of leadership in steam generating 
equipment previously established by C-E, the 1940 rec- 
ord of service to the public utilities includes several no- 
table achievements. Three of them, portrayed here, are 
remarkable for their size: First is another of the world’s 
largest units (capacity 1,000,000 Ib) of which there will 
now be ten in the entire world with eight built by C-E, 
Second is a 300,000-Ib VU Unit, the largest of this type 
ever built. Third is a contract for two units equipped with 
the largest traveling-grate stokers ever built. 

A fourth achievement, not illustrated, is even more un- 
usual. It’s the first high-pressure, high-temperature forced- 
circulation unit in this country, now being built for a large 
public utility. Capacity is 650,000 Ib of steam per hr, de- 
sign pressure 2000 Ib, total steam temperature 960 F. 

These spectacular jobs portray one important aspect of 
C-E’s service to the public utilities, the skill and experience 
needed for pioneering in the field of steam generation. 
The other side, equally important, is portrayed by the 
wide range of C-E installations contracted for by utilities 
in 1940. 

In capacity they range from the biggest 1,000,000 unit 
down to the smallest unit with its capacity of 30,000 Ib. 
About half of these units are above 300,000 Ib capacity; 
half are 300,000 Ib or less. Of all these units, sixteen are 
designed for steam temperatures of 900 F or higher, while 
four others are above 800 F. Eleven of the units purchased 
are designed for pressures of 1000 Ib or more, the highest 
of all being 2000 Ib for the forced-circulation unit, while 
1775 lb is the highest natural circulation job. Nineteen 
units have superheat control which in all but one case 
is the by-pass damper type. All units ordered, except one, 
have heat recovery equipment, while fifteen have both 
economizers and air heaters. 

This combination of pioneering skill and wide experi- 
ence with every size and type of job, offered by C-E, is 
particularly significant for any public utility which an- 
ticipates purchases of new equipment during 1941. ases.a 


NBUSTION ENGINEERING COMPANY, INC., 200 MADISON AVENUE, NEW YORK, N.Y. » CANADA: COMBUSTION ENGINEERING CORPORATION, LTD. MONTREAL 


ENGINEERING 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





Public Utilities Fortnightly March 13, 1g 











DAVEY TREE TRIMMING SERVICE Wilson, Herring and Eutsler's 


PUBLIC UTILITY 
REGULATION 


1846 1923 571 pages, $4.00 


JOHN DAVEY N analysis of the nature, extent, and problems 
Founder of Tree Surgery public utility regulation in the United 
with emphasis upon the expanding role of the 
Government in the regulation of public utilities, 
activities in undertaking power projects and p 


Ae. moting rural electrification, and the issues inve 
e Anticipates New Growth in governmental ownerships. The well-rounded 


@ Preserves Safe Clearance ment and critical viewpoint will be of aid to all 
are interested in evaluating the present status 


@ Protects Good Service public utility regulation, its strengths, weaknesses, a 


Spring Tree Trimming 


© Saves Costly Interruptions significance for privately-owned industry. 


Order from 


Always use dependable Davey Service 


DAVEY TREE EXPERT CO. KENT, OHIO Public Utilities Reports Inc. 


D AV E +i T 2 E E $ E R Vv | C P Munsey Bldg. Washington, D. 


























@ Whatever the demands of the 

gas industry may be, Connelly 

is equipped to meet them. With 

our new laboratory for scientific 

testing of purification materials 
and greatly increased facilities for the produc- 
tion of Iron Sponge, Governors, Regulators, 
Back Pressure Valves and other equipment for 
gas purification and control, Connelly is at 
your service, ready for any emergency. 
Under the able management of Mr. A. L. Smyly, 
pioneer in gas purification and pressure regula- 
tion, this organization has continued its leader- 
ship in the field, and the fact that Connelly 
products are standard in hundreds of the lead- 
ing gas plants of the country is indicative of 
the service rendered. 


IRON SPONGE & 
‘e)siniaae GOVERNOR CO. 
CHICACO. ILL. — ELIZABETH, WJ. 
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MARMON- HERRINGTON 


ae THIS TRUCK ANYWHERE 
E MNE BOSS ORDERS... 


How much simpler, how much easier your job would be 
if you had trucks that wouldn’t get stuck or stall every time yo 
leave the highway. How it would help if you had trucks tha 
would go anywhere you could walk, across country, throug 
hub-deep mud, sand or snow... . You can have such trucks 
Marmon-Herrington All-Wheel-Drive converted Fords—anq 
the prices are surprisingly low. Hundreds of these economica 
and dependable high-traction vehicles are now speeding uf 
the installation and servicing of power, light, telephone, tele 
graph, oil, gas and water lines all over the worid. Write fo 
literature. Get the facts about the trucks that are cutting op 
erating costs “to the bone” in utility service, everywhere 
Write for new illustrated catalog. Cable address, MARTO 
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THE 
HOME 


ECONOMISTS 
OF 
AMERICA 


“ 2. eer 









Robertshaw enlists the active assistance of the most influential kitchen promotion group 


IN AN INTENSIVE CAMPAIGN TO SELL THE 
MODERN RANGE TO THE NATION’S HOMES 





Robertshaw has created a new Educational Thousands of requests for the Servic 
Service for the free use of home economics have already been received. Thousands 4 
teachers, home demonstration agents, home teachers and directors will shortly be prc 
service directors. This Service sells the mod- moting range sales more effectively with i 
ern range by selling measured heat as an aid. Another big step forward in the me 
important ingredient in every recipe. chandising of ranges! 


And a big step forward in heat control! Comple! 
control of both the supply of fuel (either gas or electricity) and th 
temperature of the oven — effected by the single simple operatiot 
of turning one dial. 


ROBERTSHAW 


THERMOSTAT COMPANY 


Youngwood, Pennsylvania 
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JEFENSE 


calls for 


MORE SPEED— 
MORE POWER 


and 


meets the emergency 


RESCENT has been working night and day, meeting 
Hefense needs as well as keeping up with the demands of 
ormal business. Every man is at his post—putting his 
tmost efforts into producing the finest wires and cables 


e know of—helped by over 50 years of knowing how. 








RUBBER POWER CABLES 
SIGNAL CABLES 
CONTROL CABLES 


VARNISHED CAMBRIC 
CABLES 


PORTABLE CABLES 
PARKWAY CABLES 
BUILDING WIRES and CABLES 














'N. J.—Stocks in- Principal Cities 
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Customer Usage Data 


© At Lower Cost ein Less Time 
eWith Greater Accuracy 





THE ONE-STEP METHOD 





OF BILL ANALYSIS 


R & S Bill Frequency Analyzer: developed for our Utility Rate Service. 
The kw.-hrs. billed are entered oa the adding machine keyboard. A tape is 
prepared of all items and a consumption total accumulated which serves as a 
control. At the same time—through this single operation—the bill count for 
each kw.-hr. step is made by the electrically controlled accumulating registers. 











@ A continuance of frequent rate changes—the necessity of checking load-building 
activities—the pressing need for current data on customer usage—are but a few of 
the reasons many Companies are using R & S ONE-STEP METHOD to analyze and 
compile information required for scientific rate making. They have not only reduced 
the costs on this work to an average of one-fifth of a cent per item, but have obtained 
monthly or annual bill-frequency tables in a few days instead of weeks and months. 





@ Write for your copy of "The One-Step Method of Bill Analysis," an interesting 
booklet which describes briefly how these savings are accomplished. 


Recording & Statistical Corporation 
Utilities Division 


102 Maiden Lane, New York, N. Y. 
Boston Chicago Detrolt Montreal 
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19 Grinnell Genspring Hangers support t 





iping in large power plant. 


ieee wu Weightless Piping Systems 


Stress calculations for high temperature 
piping have assumed new importance since 
Grinnell Constant-Support Hangers pro- 
vided a way to stabilize external stress 
factors. Complete systems now may be 
considered “weightless” because dead- 
weight of piping is uniformly and contin- 
uously balanced . . . regardless of thermal 
movements! 


Here is the first hanger designed specifi- 
cally to give this proper support. Made for 
loads from 250 pounds to 8500 pounds, 


the Genspring Hanger adjusts itself to 
changing elevations of the piping, and 
automatically compensates for variations 
in its Own spring tension. 

Write for complete reference Catalog, 
“Grinnell Adjustable Hangers,” con- 
taining detailed specifications of these 
and many other time-and-labor-saving 
Grinnell Hangers. Grinnell Company, 
Inc., Executive Offices, Providence, 
Rhode Island. Branch offices in principal 
cities of the United States and Canada. 


wm rans + OORINNELL 


wHenever PIPING is invotveo 
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This complete manual 
brings you... 


TO BE 
RETIRED 


MD PR 


———. . . written to meet th 
needs of the practical ma 


This book gives the electrical man th 
self-study material needed to advane 
himself in central station work. In 
plain, detailed way, Croft covers th 
how and why of the generation, trans 
mission, and distribution of electrics 
energy, including scientific fundamental: 
design factors, central station set-up, et 


CENTRAL STATION! 


East End Avenue and 


A. FTER five years of service—but 
to all outward appearances in excellent 
condition, this rubber glove reached 
the end of.its useful career during a 
standard E.T.L. 10,000-volt test. 


Power companies always have the 
problem of checking the safety of lines- 
men’s equipment .. . and it’s better to 
find out in the laboratory than on the 
“high line.” Periodic checks of vital 
equipment at E.T.L. are inexpensive 
and good insurance against any future 
trouble. 


Know by Test! 


ELECTRICAL 
TESTING 


LABORATORIES 
79th Street 


New York, N. Y. 





By Terrell Croft 
Consulting Electrical Engineer 
Revised by George H. Hall 


Third edition, 360 pages, 51/2 
x 8, 285 illustrations, $3.00 


N THIS BOOK the author 
covers in detail all phases 
of the generation, transmis- 
sion, and distribution of elec- 


trical energy—maintaining a | 


simple treatment throughout, 
easily grasped by the reader 
of modest mathematical at- 
tainments. 


HE DIFFERENT TYPES 

of generators are described 
as well as the different prime 
movers employed, reciprocat- 
ing engines, turbines, inter- 
nal combustion engines, and 
water wheels. Alternating and 
direct-current systems are 
discussed and compared with 
data for calculation of trans- 
mission lines for both sys- 
tems. Space is also given to 
the various station accessories 
such as voltage regulators, 
lightning arresters, and other 
protective equipment. 


—— 


| 


This edition r 
tains the typica 


practical Cro 


treatmen 
throughout, } 

includes consid 
erable new ma 
terial relating 

developments | 
the field, tu 
bines, the n 

work syste 
lightning protec 
tive apparatu 
description 4 

illustrations of 
number of typ 
of voltage reg 
lators, etc. 


Send check, money-order or cash fo 
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SERVES 
PHILADELPHIA’S 
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... All Domestic Hot Water and Heating 


Carried Underground in DURANT INSULATED PIPE 


Write us today for this Ehret 
booklet which gives full details 
on the D. I. P. system. 


The underground domestic hot water and heating distribution 
system in this modern housing development consists entirely 
of Ehret’s Durant Insulated Pipe. The various lines, ranging 
in size from 34” up to 4’, were laid side by side, four lines 
to a trench, and the minimum distance from the top of the 
pipe to the ground surface is only 30’. 


In making this installation, back-fill followed directly after 
the pipes were laid. Although driveways which run through- 
out the development cross the piping in a dozen different 
places, no special protection against vehicular loads or impact 
was required. Durant Insulated Pipe is designed to stand up 
under such service. 


Because of the simplicity, dependability and ease with which 
it can be installed, Ehret’s Durant Insulated Pipe is ideal for 
underground use. Engineers, architects and industry are turn- 
ing, more and more, to D. I. P. as the most economical and 
most satisfactory system for the protection of underground 
steam and hot water lines. 


EHRET MAGNESIA MANUFACTURING COMPANY 


VALLEY FORGE + PENNSYLVANIA 


DISTRIBUTORS IN ALL PRINCIPAL CITIES 
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Dig Anywhere— 


Anytime 


Every day, more Public 
Utilities are realizing that 
“Clevelands” are setting a 
new high in Ditching Per- 
formance. 





They like the compactness and 
mobility of “Clevelands’—their 
modern, dependable construction 
which eliminates dead weight 
and increases effectiveness. 


They respect their speed and the 
way “Clevelands” have come 
through for them on difficult jobs, 
for “Clevelands” have definitely 
saved them money on their ditch- 
ing. 


You, too, can “go to town” with 
“Clevelands” special Trailers give truck-speed transportation “Clevelands.” Let us tell you how 


at Low Cost. Machines load and unload on Trailers in 10 


to 15 minutes, and why. There is no obligation. 


THE CLEVELAND 
TRENCHER COMPANY 


**Ploneer of the Small Trencher"’ 


20100 St. Clair Avenue 
Cleveland, Ohio 


© CLEVELANDS © 
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SPRAGUE COMBINATION METER-REGULATOR 


LATEST ACHIEVEMENT 
IN : 
GAS MEASUREMENT AND 
CONTROL. 


For Manufactured, 
Natural and Butane Service 


Write for bulletin. 


THE SPRAGUE METER CO. 


Bridgeport, Conn. 














12,000,000 ‘icles 
now in service are old and uncompen- _/ 
sated. Considerable revenue losses often | ] 
result from meteting modern appliance 
loads with these uncompensated meters. 
With modern Sarigalias tyes J aes 
however, the ool imposed by today’s 
diversified electrig appliances are met- - 


ered accurately oe in’ ‘ull rove e- : 





nue for all load gains. : ae e 


1h 


he YLOADS when metered with ST wie | 














SANGAMO ELECTRIC COMPANY 


SP Ra Noe WE 0 eT ce to 18 
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ACE of All Trades... the 


CHEVROLET TRUCK 


ed 
oo 





fortesees EE SS 





For every trade or industry or business that uses motor trucks, 
ranging from fleet delivery units up to Heavy Duty models of 
14,000 pounds gross-weight rating, there is a 1941 Chevrolet 
truck designed to fulfill your requirements. 

For 1941, Chevrolet—the world’s leading builder of motor 
trucks—presents the most complete and most capable line of 
trucks in Chevrolet’s history. Now, from Chevrolet’s expanded 
line, you may have your choice of sixty models on nine longer 
wheelbases. Now you may enjoy the benefits of Chevrolet’s 
famous economy and long life in new models that incorporate 
important improvements in chassis and body, and the most 
powerful truck engines in the low-price field—the 90-horsepower 
Standard engine with 174 foot-pounds torque, and the 93- 
horsepower ‘‘Load-Master’’ engine with 192 foot-pounds torque, 
optional at small extra cost on Heavy Duty models. 


CHEVROLET MOTOR DIVISION, General Motors Sales Corporation 
DETROIT, MICHIGAN 


OUT-PULL -- +> OUT-VALUE -> + OUT-SELL 
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How to solve the problems of 


ELECTRIC DISTRIBUTION 





This handy manual presents essential data, factors, 
tables and diagrams for practical application by all 
who are concerned with the planning, design, con- 
struction, operation, maintenance, inspection and 
supervision of the electric distribution system. 


ELECTRIC DISTRIBUTION 
FUNDAMENTALS 


By Frank Sanford 


Distribution Engineer, Cincinnati Gas & Electric Co. 


242 pages, 156 illustrations 
15 tables, 1 chart, $2.50 


Covering the ABC of electric distribution—of both the 
utility distribution, and the industrial and inside wiring 
branches of service to the outlet—this book explains the 
everyday problems involved in distributing electrical 
energy anywhere between the major substations and the 
customers’ meters. 


COVERS ALL STEPS 


From a nonengineering viewpoint it discusses how the 
distribution system works; how it is planned, designed 
and constructed; how service and operating routine is 
handled; elementary principles of methods and equip- 
ment; basic factors of the electric circuit; methods of 
generation; selection, application and design of trans- 
formers; design of carrying lines; problems of main- 
taining current flow; mechanical principles and strength 
of materials; how distribution fits in economically with 
the electric supply sys- 

tem as a whole; etc. 


Step by step explana- 
tions cover voltage drop, 
wire size calculations, 
transformer connections, 
power factor improve- 
ment, inductive reac- 
tance, and similar prob- 
lems. 


EASILY 
UNDERSTOOD 


Practical design prob- 
lems are included with 
solutions based on dia- 
grams instead of diffi- 
cult mathematics. Nu- 
merous illustrations, di- 
agrams and tables will 
be found helpful for a 
quick and complete un- 
derstanding of the funda- 
mentals. 








TREATS: 


—design and construction 
—operation and service 

—methods and equipment 
—mechanics and materials 


THESE CROWDED 
CHAPTERS BRING YOU 
PRACTICAL, HELPFUL 

DATA 


Perspective of the Electric big 
Distribution to Serve the Load 
The Distribution Division 
Generation of Electricity 
Fundamentals of the Electric 
Circuit 
Inductance and Related Charac- 
teristics 
Tools for Electrical Problems 
Transformers 
Transformer Connections 
Voltage Control 
@ Current Interrupting 
Equipment 
® Voltage Protection — 
Lightning—Grounding 
Street Lighting Circuits 
Mechanical _ Principles 
in Distribution ‘ 
Economic Principles in 
Distribution 
Measures of Service 











Send check, money-order or cash 
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IBSTATION capacity at $15.84 per kva. A volt- 
ge problem solved at an $800 annual saving. 


000 substation investment postponed. 


are highlights from your stories—a few of the 
profitable applications of Pyranol capacitors to 
company circuits. So the capacitors in the 
Be, shown above, are in reality savings in the 


ng for you. 


In large part, because we have learned how to 
savings in making these units. By the develop- 
of new materials—like Pyranol—by using new 
Hacturing methods, by closer control of materials 
rocesses, G-E engineers have not only increased 
eliability of these capacitors but have pointed 
jay to savings which have lowered their price 60 


ent in ten years. 


f continually lowered prices take on added 


significance when we remember that the prob 
the capacitor is solving—now more inexpensively t 
ever before—is one which is more important to 
than ever before. Practically every power comp 
is faced with the problem of providing greater capa 
to serve the rapidly growing low power-factor l¢ 
And in many cases this additional capacity is b¢ 
obtained from existing lines by the installatio 
capacitors, which, by reducing wattless current, relq 
more of the circuit’s capacity for revenue-returt 
load. 


The kind of price reduction exemplified by the ca 
tor, the kind which is measured by a continu 
decreasing trend over the years, is accomplishec 
General Electric’s continual search for better w 
for better materials. The benefits to you from 
work are added returns from your purchases of Ge 


Electric products. 


ENERAL @ ELECTRIC 
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can make a seal | 
as tight a5 © | 


noRDsTROM VALVE 





Keep Upkeep Down with 
NORDSTROM LUBRICATED VALVES 


MERCO NORDSTROM VALVE CO. 


CA Subsidiary of PITTSBURGH EQUITABLE METER CO. 


WORLD'S LARGEST MANUFACTURERS OF LUBRICATED PLUG VALVES; GASOLINE, OIL & GREASE METERS 
Se iieers Main Offices: 400 Lexington Ave. PITTSBURGH, PENNA. 


New York City, Buffalo, Philadelphia, Columbia, Memphis, Chicago, Kansas City, Des Moines, Tulsa, Houston, Los Angeles, Oakland 
Canadian Licensees: Peacock Bros., Ltd., Montreal. European Licensees: Audley Engineering Co., Ltd., Newport, Shropshire, Englas 


1 Nordstrom Plug Valves * Nordstrom Air, Curb and Meter Cocks * Nordstrom Valve Lubricants ‘ 
P * EMCO Gas Meters * EMCO-McGaughy Integrators * EMCO Regulators ¢ Pittsburgh Meters for 
® Gasoline, Grease, Oil, Water and other Liquids * Raybould Couplings * Stupakoff Bottom Hole Gauges 
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E BATTERY’S JOB IS MIGHTY IMPORTANT HERE 


IGHT flying—especially in murky weather— 

would be practically impossible if it were 
not for the protection of the radio beam and two- 
way radio communication. 


Exide Batteries on many transport and private 
planes are a source of power not only for the radio 
and blind-flying instruments, but for cabin, navi- 
gation, and landing lights as well. 


The dependability of the Exide Battery is tradi- 
tional. Not only does it meet the exacting demands 
of those who fly, but the equally stiff requirements 
of railroads, utilities, mining, transportation and 
manufacturing companies. No matter for what 
purposes your own organization uses storage bat- 
teries, it can specify Exides, secure in the knowl- 
edge that these batteries will render the same effi- 
cient, satisfactory and economical service that 
characterizes their performance in every field of 
storage battery usefulness. 


THE ELECTRIC STORAGE BATTERY CO. 


The World’s Largest Manufacturers of Storage Batteries 
for Every Purpose 


PHILADELPHIA 
Exide Batteries of Canada, Limited, Toronto 
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me stage of your 
feedwater heating should 


DEAERATING 


Follow this simple and fundamental rule and Elliott engineers are expert in adapting 
corrosion worries can be scratched off your list. design of standard Elliott deaerating heaters an, 
deaerators to the requirements of any condition 


You may need only one stage of feedwater of heat balance and space limitations. Problem 


heating, but that one stage should certainly be of control and regulation are easily solved, 
a deaerating heater. 


If you will put your feedwater heating an 
deaerating problems up to Elliott, you'll get red 
the refinements of several stages of feedwater help and constructive suggestions. What's moe 
heating. In this case, one stage of heating should you can be assured that the performance o 
be a deaerating heater. The extra cost of a Elliott deaerating units will be excellent—heatin 
deaerating heater over any other type of stage right to the saturated temperature of the stea 
heater is so small that it is very cheap insurance supplied to the unit, and oxygen removal tt 
against corrosion troubles. eliminate corrosion troubles. 


Larger plants and central stations can justify 





Deaerator and Heater) 
JEANNETTE, P 
District Offices in Principal 


Elliott feedwater heaters art 
for all three stages of fe d 

heating in connection with a 
boiler and 7500-kw. turbi 

erator installation in this P 
Shown left to right are the 
sq. ft. vertical low-pressure 
heater, the 73,480-Ib.-per 
aerating heater (which is # 
termediate stage or No.2 he 
and the 174-sq. ft. horit 
high-pressure closed heater. 

——— 








emoval 


ges of feed 
ection with @ 


(which is 


, or No. 2 hea 
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American Gas Association starts industrial gas sales conference, Baltimore, 
Md., 1941. 





q@ New England Gas Association will hold meeting, Boston, Mass., Mar. 27, 28, 1941. 





{ Pacific Coast on Association will hold spring technical conference, Los Angeles, 
Mar. 27, 28, 194 





{ American Water Works Association, New York Section, will hold meeting, Syracuse, 
N. Y., Mar. 27, 28, 1941. 





-§ Oklahoma Utilities Association starts convention, Tulsa, Okla., 1941. 


{ Wisconsin Utilities Association opens sectional meeting, Milwaukee, Wis., 1941. 





{ American Transit Operating Association will hold convention, Philadelphia, Pa., 
Mar. 27-29, 1941. 





{ Texas Telephone Association opens meeting, Fort Worth, Tex., 1941. @ 





q Kansas Telephone Association wil] hold meeting, Topeka, Kan., Mar. 27, 28, 1941. 





Lg gy Telephone Association will convene for session, Lincoln, Neb., Apr. 8, 
. 41, 








{ Mid-West Gas Association will hold convention, Minneapolis, Minn., Apr. 14-16, 1941. 





4 American Water Works Association, Indiana Section, will hold meeting, Indianapolis, 
Ind., Apr. 24, 25, 1941. 





{ Inter-American Bar Association opens first conference, Havana, Cuba, 1941. 
| Oklahoma Telephone Association starts meeting, Oklahoma City, Okla., 1941. 





{ Chamber of Commerce of the United States of America will hold convention, Wash- 
ington, D. C., Apr. 28—May 1, 1941. 











eS Central Electrical Association will hold convention, Watertown, S. D., May 
9, 1941. 








Courtesy, U. S. Department of the Interior 
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Industry’s Call to Service 


In Middle Southwest 


The region is ready with an abundance of 
resources and electric power for defense 


By OLAF D. BAKER 


oT only have the utilities pro- 
vided light and power to meet 
existing social and economic 
ds of the Middle Southwest, but 
hey stand ready to further release 
ast amounts of power to convert ex- 
sting raw materials into war products 
or the defense program. 
One of the latest power projects in 
is district, the hydroelectric plant at 
¢ Pensacola dam on Grand river, 
ortheast Oklahoma, makes large 
antities of electrical energy available. 
This plant has an annual production 
Apacity of 200,000,000 kilowatt 
ours, prime power. The Public Works 
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Administration of the United States 
government financed the Pensacola 
project by a loan of $11,563,000 and 
a grant of $8,437,000. 

To the south and west of the new 
80,000-horsepower Pensacola Hydro 
Electric is the Oklahoma Gas & Elec- 
tric 30,000 horsepower at Muskogee 
and the Tulsa Public Service Com- 
pany, 71,000 horsepower ; to the north 
is the Miami Municipal, 5,000 horse- 
power and the Eagle-Picher Mining 
and Smelting Company, 8,250 horse- 
power. North and in southeastern 
Kansas is the Empire District Electric 
Company, 75,000 horsepower at 
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Lowell, and the Kansas Gas & Elec- 
tric Company, 88,000 horsepower at 
Service Kansas. Northeast of the 
Pensacola Hydro Electric is the Em- 
pire District Electric Company, 22,500 
horsepower, in southeast Missouri. 
The interconnected super companies 
have an aggregate plant capacity of ap- 
proximately 400,000 horsepower. Fur- 
ther north in Missouri is the Union 
Electric at Bagnall. South into Arkan- 
sas is the Arkansas Power and Light 
Company which reaches out to inter- 
connect with the TVA and south with 
utilities in Louisiana. 


HE Public Works Administration 

conditionally approved one of the 
Grand River Dam Authority’s plans to 
market the Pensacola Hydro Electric 
annual 200,000,000 kilowatt hours. 
First the authority plans to sell to the 
cities, then dispose of the balance of its 
output to utilities; their contracts con- 
tain a recapture clause. Negotiations 
are under way with the Oklahoma Gas 
& Electric Service. 

The Public Service Company is in- 
terested in distributing facilities in the 
8-county area in northeast Oklahoma. 

There are indications that the Tri- 
State lead and zinc district which is a 
great part of this section of country, is 
being studied as a potential market. 
During the Civil War primitive min- 
ing was carried on in this area where 
now the wheels of industry are made to 
turn by electric power and bring in- 
creased production to meet our present 
emergency program. 

The spread of electric service with 
its maze of transmission lines reaches 
out, lights, and powers the forty cities, 
towns, and mining camps in this dis- 
trict. At night one can see the twin- 
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kling lights of the mills and towns for 
miles giving the impression that one 
is looking at a large city. In fact it js 
a continuous group of towns and camps 
in the richest part of the district. 


Se the small mills have given way & 


to larger and electrically operated 
ones, smoking mills no longer darken 
the horizon. Ore and men are hoisted 
by electrically powered machinery. 
Massive machinery operated by elec- 
tricity crushes the rock and carries it 
through sludge tables to separate the 
ore. 

Another step in the advancement of 
modern milling is the use of 1,500-watt 
flood light units in the mill building 
Each light is equipped with a specially 
designed reflector located so_ that 
shadows are reduced to a minimum, 
thus increasing illumination to a maxi- 
mum and decreasing the hazards in 
night-shift milling, while at the same 
time greater efficiency in recovery is 
provided. Also better mine lighting 
speeds up production. It tends to elimi- 
nate accidents. 

During 1915 and 1917 there wasa 
great boom in the Tri-State district 
Where Oklahoma Prairies boasted of 
twenty-five mills, in two years there 
were over a hundred, many of whic 
were built of steel and powered by elec 
tricity. Electric power tugged at the 
load of productive industry to meet th 
demand for war-time materials of th 
World War and poured out swiftly 4 
flood of precious concentrates and mil 
lions of dollars into the laps of th 
landowners and operators. 


es the World War the low de 
mand and decline in ore prices 
quired an adjustment. Curtailment 0 
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production had to be met, yet the rich 
mines kept open, leases kept alive, and 
men given as much work as possible. 
Something had to be done. Markets 
were slipping to dangerous levels. Head 
men studied the situation. They felt 
| the responsibility of providing for the 
future. Waste had to be prevented and 
efficiency increased. Electric power 
was available. Large companies were 
ready to make the massive machinery. 
It was at this time that the great Cen- 
tral Eagle-Picher mill, which is said to 
be the largest and most efficient of its 
kind in the world, was built. 

The electricity for all the Eagle- 
Picher operations, which include the 
Oklahoma mills and the large smelters 
in Galena, Kansas, and Joplin, Mis- 
souri, were furnished by the Empire 
District Electric Company, a Cities 
Service subsidiary. The Eagle-Picher 
Company now owns the Eagle-Picher 
Mining and Smelting Company, 8,250 
horsepower. 

The electrically powered machinery 
in the Central Mill handles the ores 
from twenty-five properties and is able 
to handle in excess of 10,000 tons of 
tock in twenty-four hours. 

When a curtailment in the cost of 
production was made with more effi- 
cient methods in mining operations, 
electric power, with attractive rates 
and adequate and reliable service, 
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Electricity sufficient to refine 


played an important part in this read- 
justment. 

Owing to the European war there is 
already a stepping up from a peace- 
time to a war preparation basis. This 
means unusual demands upon power 


plants and systems. 

Fone that electric power is impor- 
tant in meeting increasing indus- 

trial production during national emer- 

gencies, plans are being made in this 

region to codperate in meeting the 

nation’s needs in this respect. 

Since lead and zinc are essential war 
materials, and zinc production in the 
United States greater than in any other 
one country, and the Tri-State the 
largest lead and zinc mining district in 
the United States, a greater increase in 
demand is to be expected. While it is 
not likely to reach the demand during 
the World War, owing to greater pro- 
duction in foreign countries, produc- 
tion is speeding up to meet the coun- 
try’s needs, thus requiring more power 
service. 

In a study for the purpose of estab- 
lishing and strengthening national de- 
fense on an unprecedented scale which 
appears necessary in the light of Euro- 
pean developments, attention has been 
called to the vast underground areas 
which exist as the result of lead and 
zinc mining operations. With elec- 


“WITHIN the Pensacola Hydro Electric area favorable con- 
ditions exist for the refining of bauxite from which alumi- 
num is obtained, as it can be refined only in regions where 
large quantities of electric power are available at a low cost. 


electrolytically thousands of 


tons of bauxite annually is available at the Grand river dam 
at a cost production of one to two mills per kilowatt hour.” 
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tric power available in this section of 
the country, these great caverns can be 
lighted, powered, and adapted for the 
use of shops, warehouses, airdromes, 
munition and chemical plants, and 
arsenals. In case the need should arise, 
this vast underground area, with ma- 
chinery electrically operated, could be 
flooded by water from Grand lake. 


— the Pensacola Hydro Elec- 
tric area favorable conditions ex- 
ist for the refining of bauxite from 
which aluminum is obtained, as it can 
be refined only in regions where large 
quantities of electric power are avail- 
able at a low cost. Electricity sufficient 
to refine electrolytically thousands of 
tons of bauxite annually is available at 
the Grand river dam at a cost produc- 
tion of one to two mills per kilowatt 
hour. 

The prairies of the Tri-State district 
are especially favorable for airports. 
Already there are numerous electrically 
equipped airports where young men 
are receiving pilot’s training. Not only 
do utilities provide light and power but 
they are known to contribute largely to 
the building of hangars and beacon and 
boundary lights. Especially is this in 
evidence in Miami, Oklahoma, located 
in the Tri-State district. The utility de- 
partment is municipally owned and op- 
erated under a utility board of Miami, 
Oklahoma, which is an efficient organi- 
zation, having anticipated and met the 
people’s needs out of the department’s 
revenue. 

Within this network of transmis- 
sion lines of power in the Middle 
Southwest is the Ozark Utilities Com- 
pany which owns and operates electric 
public utility property in nine Missouri 
counties serving towns and rural ad- 
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jacent communities. The Ozark Util. 
ties Company with its hydroelectric 
generating station of 425 kilowatt 
hours’ capacity located on Sac river, 
and generating stations at Bolivar and 
Greenfield, Missouri, purchases power 
of the West Missouri Power Com- 
pany’s hydro plant on the Osage river, 
and from the Empire District Com. 


pany. 


WwW the capacity of motors which 
use purchased energy having in- 
creased seventy times between 1900 
and 1929 and from a half-million 
horsepower to American industries 
stepped up to over 35,000,000 horse- 
power, the country with a depression 
and a rapidly changing world has be- 
come more power conscious than ever. 
Curtailment in costs in most all indus- 
tries had to be made. Electric power be- 
came a prime factor for more efficient 
operations. Industries had to progress. 
No going back to old-time methods. 
They would not be adequate to meet 
the demands for greater production 
which was sure to come in the cycle of 
events. 

Other resources in southeastern 
Kansas within this circle of electric 
power are the coal industries around 
Pittsburg, Kansas. Underground op- 
erations have mounted until in their 
deep mining there is an underground 
city with electric lines and lighted 
streets. 

From one to two hundred feet be 
low the surface of the earth and per- 
haps a mile from the shaft leading out- 
side one may spin with ease and com 
fort on a motor car along a subter- 
ranean passage lighted by electricity. 

The large shaft, intended to operate 
the coal from 160 acres, is sunk as 
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Defense Expansion in Oklahoma 


66 HAT defense expansion in Oklahoma ts picking up momen- 

tum ts evidenced by the announcement that ground was to be 

broken for a $52,000 armory at Sperry, Tulsa county, and a con- 

struction crew at Tulsa was preparing to pour concrete into the 
foundation of a $200,000 armory.” 





near as possible in the center of the 
tract of land. From this shaft a sub- 
terranean city is platted with streets, 
alleys, habitations, street cars, machine 
shops, stables, electric lights, and tele- 
phones, 


release has fast displaced the 
shot-firers in the mines, who, af- 
ter the men were all out of the mine, 
would go from room to room and fire 
off the shots which were placed to blast 
the coal. Electric squibs are now used. 
The firing is done by electric current 
which enables the operators to be out- 
side the danger zone at the time the 
shot is fired. Smoke from burning 
fuses is also avoided. 

Large strip mining operations are 
carried on in this district. For the 
many industries of this section, the 
Kansas Gas & Electric Company at 
Service, Kansas, provides cheap, de- 
pendable electric power. The manu fac- 
luring of mining equipment and pow- 
der are among the important industries 
in this section closely related in activi- 
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ties to the Tri-State lead and zinc dis- 
trict. Into this district of power and 
industry comes word that the National 
Defense Commission is considering 
the project of a government powder 
plant on a tract of land located a few 
miles east of Picher, Oklahoma, a lead- 
and zinc-mining town. A. R. Single- 
tary, manager of Oklahoma City’s 
Washington Bureau of Chamber of 
Commerce, is quoted as saying that the 
Tri-State area near Miami, Oklahoma, 
is the only point in the state for such a 
plant. He estimated it would employ 
as many as 10,000 men. 

Briefs have been forwarded to the 
Defense Commission attachés, giving a 
complete picture of the proposed tract 
of land for the location of the plant. 


HERE are a number of electrically 

operated industries in the Tri- 
State District which are of importance 
to the defense program. Among them 
is the Lead Smelter of the Eagle- 
Picher Mining and Smelting Com- 
pany, Galena, Kansas, which employs 
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300 men, smelting large tonnages of 
lead ores and concentrates from which 
is produced pig lead, white lead pig- 
ment, blue lead, and silicates for do- 
mestic and foreign consumption. 

At a manufacturing plant of the 
Eagle-Picher Mining and Smelting 
Company, Joplin, Missouri, more than 
22,000 tons of metal goods and alloy 
are produced annually. Several powder 
plants are located to the north and east 
of these industries. These plants are 
converting local raw materials into 
salable products. 

In a primitive setting amid wood- 
lands and rugged cliffs, the oldest and 
one time highest in America, is the 
Lake of the Ozarks, created by the 
building of the Bagnall dam. It is the 
Union Electric Light & Power Com- 
pany’s project. To look over this gi- 
gantic project’s magnitude and what 
it means to the people is to think of 
the efficiency of the men employed in 
its construction. Their “down-to-the- 
minute” engineers have not only met 
the people’s needs but have looked 
ahead and provided for future demand. 
This hydroelectric plant, owing to 
economy in construction, makes pos- 
sible low costs of power and lights. 


mr eneoey power and light companies 
make it a business to provide for 
progress. They look into the future 
and provide service for a community 
before many of the people arrive. To 
quote the Public Service Company of 
Oklahoma, “Manufacturers found in 
some cases that it is more economical 
to produce in smaller units near the 
source of raw materials, at the same 
time aiding in the actual extraction of 
raw materials. This together with the 
widespread use of electricity for agri- 
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culture development, has been respon- 
sible for the unusual growth of the rich 
areas served by this company in Okla. 
homa.” 

The Public Service Company of 
Oklahoma, ever on the alert for new 
developments, is constantly extending 
its facilities in order to meet the peo- 
ple’s needs. 

Tulsa, the “Magic City,” is served 
by the Public Service Company of 
Oklahoma which has a distinctive part 
in the development of Oklahoma’s oil 
and its newest industry, aviation. It 
serves three airplane factories and ten 
municipal and privately owned air- 
ports. 

This company operates ten power 
generating stations with a combined 
capacity of 100,000 horsepower to 
supply this progressive country with 
electric service needed for rapid 
growth. It thus provides a wide distri- 
bution of power wherever needed. 
These generating plants are fortified 
with an excess generating capacity well 
beyond present demands of the terti- 
tory, served by interconnected high- 
tension transmission lines which assure 
continuity in the flow of electrical 
energy. 


NE day “Tulsey Town,” hardlya 

village, awoke from its long sleep 

to stand grandly on that near geo 

graphical center of the nation, a great 

metropolis. The hidden resources 0! 
black gold had been discovered. 

The city’s power rates tend to ail 
attractiveness to the development 0 
diversified industries, such as pett0- 
leum refineries, tank, rig and derrick 
factories, factories for the productio 
of airplanes, lumber products, paitl 
food products, clothing, canvass pr 
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ucts—all essentials in the defense pro- 


gram. 

That defense expansion in Okla- 
homa is picking up momentum is evi- 
denced by the announcement that 
ground was to be broken for a $52,000 
armory at Sperry, Tulsa county, and 
a construction crew at Tulsa was pre- 
paring to pour concrete into the foun- 
dation of a $200,000 armory. 

The expense of the Sperry structure 
is to be met as follows: National de- 
fense, $17,048; Works Projects Ad- 
ministration, $27,172; city, $7,780. 
The city of Tulsa is putting up $71,- 
000 for its armory while $47,000 is to 
come from national defense funds and 
WPA provides $82,000. 


powee will soon begin to turn the 
wheels of construction and opera- 
tion of a new $10,000,000 airplane as- 
sembly plant in Tulsa, Oklahoma. The 
announcement of Oklahoma’s first 
large defense project came December 
2Ist. Construction was to have started 
immediately. 

The Tulsa airport is already an im- 
portant link in the aviation-defense 
program. It is recalled that the Spar- 
tan Aircraft plant at Tulsa is working 
ona contract for many planes. 


The new assembly plant will turn 
out a huge 4-engine bomber, which is 
said to be one of the most effective 
bombers which are being produced in 
the U. S. A. Army Corps. This plane 
will carry 4 tons of bombs for 4,500 
miles, the rate of speed more than 300 
miles per hour. 

It is estimated that this plant, which 
is to be operated by the Consolidated 
Aircraft Company of San Diego, Cali- 
fornia, will employ from five to ten 
thousand men. 

Before 1941 ends Tulsa’s branch of 
the Consolidated Aircraft Company 
expects to start turning out these huge 
ships which will weigh more than 30 
tons. 

Most of the parts will be made some- 
where else and shipped to Tulsa to be 
assembled. 

From San Diego comes word that 
the plant should turn out around 50 
planes per month. It is expected that 
the whole consignment will go to Eng- 
land, thus leaving the main Consoli- 
dated plant at San Diego for national 
defense orders. 

The Middle Southwest is ready with 
electric power, men, and a high stand- 
ard of living accommodations with 
which to serve our country. 





The Vulnerable Life Stream 


74 HE distance from Chicago to Montreal .. . is 1,247 miles and for 

"aa considerable part of this distance, the war vessels built in the 
Great Lakes area would be required to move through narrow, winding 
channels, flanked with locks, dams, spillways, and sluice gates, all es- 
sential to the canal’s [St. Lawrence seaway] operation. One bomb from 
the air, one exploded charge of dynamite placed by a fifth columnist, 
and the canal would be out of business indefinitely, with the war vessels 
of a beleagured nation lying helplessly at anchor. It is scarcely conceiv- 
able that reliance would be placed upon so frail a line of defense.” 


R. V. FLETCHER, 


General Counsel, Association of American Railroads. 
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Inflation and the Outlook 
For the Utilities 


The author discusses pressing utility, financial, and other problems aris- 
ing by reason of the rearmament program, defense priorities, government 
financing, as well as by the threat of higher wages, taxes, and rising 
costs on the one hand, and fixed rates for utility service on the other; 

and suggests that in view of the present economic situation it would be 
fair for regulatory bodies to deny demands for further rate reductions 
during the emergency and, in many cases, to allow compensation for in- 

creased costs. 


By B. MORTON FULLERTON 


EAL inflation is unlikely, but 
R rising costs and money rates are 
due and will present the utili- 
ties with serious problems. In order to 
meet the arms program’s demands for 
power the industry must expand its 
facilities. Considerable hardship could 
be caused if rate reductions are ordered 
in the face of rising costs. A mora- 
torium on regulation would seem rea- 
sonable for the period of the emer- 
gency. 

The public has taken the defining of 
inflation out of the economist’s hands. 
Anything that contributes to a rise in 
costs, prices, wages, or money rates is 
now regarded as inflationary. This is 
a long way from the economist’s more 
rigid conception of inflation as some- 
thing pertaining to money, as devalua- 
tion, for instance, or as “a more rapid 
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rise in the supply of money than in the 


production of goods.” As a result, any 
discussion of the subject that is to be 
helpful to the utilities, or to any other 
industry, must first find a premise 
from which to start. In connection with 
the arms program, the utilities havea 
real problem of costs and financing to 
face. They are not interested in aca- 
demic ideas but in something that wil 
be of concrete use. Any analysis of 
what they can expect must take this 
viewpoint into consideration. 
Perhaps the best way to escape tli 
dilemma is to state the things the in 
dustry wants to know and assume that 
they are inflationary. The questions 
that concern it now, therefore, are not 
what inflation is, but whether the er 
of large-scale financing, inaugurated 
so successfully with the breaking 0! 
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the “magic” 3 per cent limit by South- 
ern California Edison, has come to an 
end. What can the industry do if the 
threat of rising costs materializes? Is 
there a possibility that defense priori- 
ties, new construction for rearmament, 
and specialized demand for materials 
will increase the need for capital to a 
point where interest rates will rise and 
undermine the financing plans under 
consideration? Will higher wages, 
taxes, and costs squeeze the industry 
between fixed rates and rising ex- 
penses? Will the government's financ- 
ing program and necessary interfer- 
ence with normal production schedules 
upset the market for private bond of- 
ferings? These questions are all re- 
lated. They have an important bearing 
on the problem. The industry would be 
helped immensely if it knew the 
answers during the uncertain times 


that lie ahead. 
— saying “yes” or “no” to the 
query of whether the utility in- 
dustry is to have trouble with inflation, 
it might be well to take a brief look at 
the background and see whether it 
throws any light on what may happen. 
As a result of the transition of the 
United States from the position of a 
debtor to that of a creditor nation after 
the World War, the trend of prices and 
money rates has been down for twenty 
years. Except for brief upturns such 
as occurred in 1928 and 1929, the de- 
cline has progressed steadily, as inter- 
est rates and commodity prices became 
more sensitive to world conditions. 
About 1933 it began to receive con- 
siderable impetus from increased gov- 
ernment deficit spending, and more re- 
cently it has been accelerated to a 
marked extent by the tremendous in- 
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flux of foreign capital trying to escape 
from the restrictions of war-torn Eu- 
rope. To no small extent the climb of 
bond prices to new all-time peaks dur- 
ing the past two years and the sensa- 
tional discovery that conditions were 
more favorable for refunding and new 
financing during the last three or four 
months than at any time in history, has 
been due to the phenomenal rise in de- 
posits caused by “refugee” money. 
Parenthetically this throws some light 
on why the economist is not so sure 
that inflation causes an advance in 
prices. His definition, “a more rapid 
rise in money in circulation than in 
goods,” has been satisfied by the condi- 
tions of the past twenty years. But 
there has been no sustained increase in 
prices or interest rates during that en- 
tire period. The trend of both has, in 


fact, been down. 
6 dew basic tendency of both prices 

and money rates is unquestion- 
ably still down, but a temporary and 
perhaps violent interruption in the 
trend may be in the making as a result 
of the increased dominance of the re- 
armament program in the national 
business picture. If that happens it 
will mean that the new plant the utili- 
ties plan to erect as their contribution 
to the defense effort will cost more 
and will have to be financed at higher 
money rates. 

So far costs have been kept under 
fair control. New financing is still be- 
ing done under sensationally favorable 
conditions. But will these situations 
hold? Since last June the tempo of re- 
armament has been more and more a 
matter of public concern. Unrest with 
the program arises as defense produc- 
tion bogs down. People begin to talk 
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Definition of Inflation 


c¢ HE public has taken the defining of inflation out of the econo- 

mist’s hands. Anything that contributes to a rise in costs, prices, 
wages, or money rates 1s now regarded as inflationary. This is a long 
way from the economist’s more rigid conception of inflation as some- 
thing pertaining to money, as devaluation, for instance, or as ‘a more 
rapid rise in the supply of money than in the production of goods.’” 





about the necessity for a rigid war 
economy, despite the fact that heavy 
industry operates at near capacity and 
with every indication that it will con- 
tinue to do so. The inauguration of 
priorities appears to be only a matter 
of time. Meanwhile, British war pur- 
chases are apparently to be stepped up. 
Labor is demanding a share in war 
profits and higher pay. And to cap the 
climax the utility industry is warned 
that, on occasion, it may have to revise 
its accounting methods if it is to be per- 
mitted to raise new funds. 

What does this mean to the indus- 
try? It has been warned that demands 
for additional power growing out of 
the arms program will render gener- 
ating capacity inadequate by 1942 and 
it is more than willing to contribute its 
share towards defense by building 
whatever new plant is necessary with- 
out quibbling over details, and without 
benefit of tax reduction, subsidy, or 
amortization. But it hears that costs 
of construction, materials, and labor 
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are going higher; it knows that the 
spectre of post-defense excess capacity 
stares it in the face; and when it hopes 
to take advantage of low money rates, 
a monkey wrench is thrown into its 
financing plans. The whole thing bears 
a strange resemblance to the familiar 
figure of the regulated industry ground 
between the upper and lower millstones 
of rising costs and fixed prices. It is 
not a particularly pleasant picture. 


algal it'is by no means cer- 
tain that the potential cost and 
financing difficulties will materialize to 
the worst possible extent. Much still 
depends on the attitude of the public 
and whether it decides to insist on an 
all-out arms effort and much of the 
mechanics of financing the program. 
Other inevitable developments, how- 
ever, seem certain to contribute to ris- 
ing prices and interest rates. Britain 
must be financed sooner or later and 
loans to her would unquestionably 
raise money costs. Nothing can hide 
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the fact that defense priorities are 
merely a matter of time and the conse- 
quent channeling of consumption and 
imitations placed on the production of 
consumers’ goods are the stuff from 
which advancing prices are made. The 
conglomerate picture is still hazy. 
Much depends on what the people of 
the United States demand and much 
on the outcome of the current debate 
on Federal Reserve and Treasury fiscal 
policy. The government, furthermore, 
already has very considerable powers 
which it can use to keep prices from 
getting out of hand, although, without 
receiving additional authority from 
Congress, it probably could not equal 
the French record under Reynaud. 
France completely stopped any in- 
crease in prices by a system of forced 
loans, taxation, and arbitrary price 
controls. The United States could not 
repeat the performance, but it could 
exercise considerable influence on price 
movements through the Treasury, 
Federal Reserve Board, and Recon- 
struction Finance Corporation. This is 
the part of the picture that has not been 
unveiled as yet. The debate over finan- 
cial policy is still going on. A good es- 
timate can be made of what would hap- 
pen if the various government agencies 
had no right to step in at any time, but 
until they have decided whether to 
adopt a hard or easy money policy, 
forecasts based on other considera- 
tions must be held subject to revision. 


? rearmament were allowed to de- 

velop naturally and without inter- 
ference, the national economy would 
undoubtedly present a very peculiar 
appearance. Costs of metals, building 
materials, and other items used exten- 
sively in defense industries, and the 
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price of money would unquestionably 
rise. On the other hand, the entire 
farming community, deprived of most 
of its foreign markets, would suffer a 
depression. All-out rearmament would 
entail restrictions on the production of 
automobiles and many other articles of 
daily use, curtailment of peace-time 
construction, and an all-round chan- 
neling of consumption of consumer 
goods. Even in industrial areas pros- 
perity would not be general. 

The government may have all this in 
mind, but its ability and willingness to 
exercise complete controls are in doubt. 
National dollar income would rise, but 
the gain would be largely meaningless 
because of the lack of consumer goods 
on which it could be spent. This would 
not be inflation in the strict sense, for 
the arms produced cannot be written 
off. But it would mean more income 
in normal channels and less produc- 
tion. People might eat more, but 
hardly enough to use up the surplus of 
farm products, and the government 
would still have to disburse farm bene- 
fits. Prices in all other lines would rise, 
in consumer lines because of artificial 
scarcity, in heavy industry because of 
the strain on capacity. The tendency 
would be inevitable, and any check 
would have to come from without, 
with the government the only agency 
sufficiently powerful to exercise a 
measure of control. 


O NE should not get the impression 
that the government today has 
complete powers to control costs. Un- 
less and until the country decides 
otherwise it is limited in what it can 
do. Nevertheless, both by direct action 
and by manipulation of fiscal policy, it 
can either give considerable impetus to 
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the price trend and create less favor- 
able conditions for new financing, or it 
can to some extent hold in check the 
tendency for costs and money rates to 
rise. What it does, therefore, is of 
almost as great interest to the utility 
industry as the probable maladjust- 
ments in the arms program itself. 

Congress has already granted some 
executive control over price move- 
ments in addition to those which the 
administration could already exercise 
through the Treasury, Federal Re- 
serve Board, and Reconstruction Fi- 
nance Corporation. The latter have yet 
to be invoked. Each agency having 
such powers, however, is pleading its 
case in the court of public opinion. 
Final formulation of a policy may be 
left to Congress. In any event, the 
course decided upon should have a pro- 
nounced effect on utility financing 
plans. Some effects will also be felt in 
costs, but these can be disregarded for 
the moment. 

The administration seems to be di- 
vided at present as to what is the best 
method of keeping inflation within 
control. One side of the argument is 
represented by Mr. Eccles, who has 
always advocated a compensating 
monetary policy and now apparently 
believes that the easy money program 
should be reversed. The Federal Re- 
serve Board chairman is reported to 
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have gone so far as to recommend that 
Congress strip the Treasury of af 
powers to influence money rates and 
empower the board to take whatever 
steps are necessary to reduce the bank- 
ing system’s record excess reserves to 
manageable proportions. 


Bin other side is represented by 
Mr. Jones of the Reconstruction 
Finance Corporation, and to a lesser 
extent perhaps by Secretary Morger- 
thau. Mr. Jones is supposed to have 
stated bluntly that money rates are too 
high and that the RFC will lend on de- 
fense contracts at much lower figures | 
than the banks had hoped for. Mr. 
Morgenthau seems willing to let Con- 
gress call the plays, but his great prob- 
lem of raising money to finance de- 
fense probably places him instinctively 
on the side of Mr. Jones. 

All this may seem academic, but the 
final decision will make considerable 
difference to the utilities. If the Eccles 
viewpoint prevails money rates should 
advance quickly and the industry's 
financing and fixed charges will in- 
crease. Some impetus should be given 
to all costs, moreover. The Jones- 
Morgenthau policy, on the other hand, 
although tending to exaggerate the ab- 
normal condition already created by 
the excess of gold held in this country, 
should help, to some extent, to keep 


day has complete powers to control costs. Unless and until 


q “ONE should not get the impression that the government to- 


the country decides otherwise it is limited in what it can do. 


Nevertheless, both by direct action and by manipulation of 
fiscal policy, it can either give considerable impetus to the 
price trend and create less favorable conditions for new 
financing, or it can to some extent hold in check the tendency 
for costs and money rates to rise.” 
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costs of construction and financing in 
line. 

In any event the utilities should be 
helped by the basic tendency towards 
lower money rates which is still in 
force. The writer, in fact, is willing to 
repeat his forecast of 1936 that the low 
coupon bonds now being sold will even- 
tually be refunded at even lower rates. 
But if Congress, which will probably 
make the final decision, decides on a 
hard money policy, it should serve to 
strengthen the temporary tendency to- 
wards stiffer money rates which seems 
sure to come with the acceleration of 
rearmament. That would mean even 
higher financing costs for the indus- 
try. Add to it the certain rise in wages 
and costs of construction and the utili- 
ties are in an unenviable position if 
they are forced to absorb any further 
rate cuts. 


b hen question of what the utilities 
can do to ease the impact of re- 
armament is not an easy one to answer. 

In the financing field the problem 
more or less solves itself. Utility se- 
curities, as a group, are still among the 
most attractive in the entire range of 
private investment, and the industry’s 
chief concern is not so much to obtain 
the most favorable terms, as it is to 
know whether the necessity for plant 
expansion will coincide with a period 
of rising interest rates. Whatever 
happens, money costs should go up 
some although a continuance of easy 
money policies should permit the rise 
to be moderate. Curiously enough, 
however, the real danger appears to be, 
not inflation, but deflation in a period 
of mixed price trends. This suggests 
the desirability of not delaying financ- 
ing plans too long. In all financing the 
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industry should remember that, what- 
ever the immediate future brings, the 
basic trend of bond yields is down. 
Present three’s will some day be re- 
placed by two’s and two and one-quar- 
ter’s. 

When private sales are effected, 
therefore, some provision for call 
should always be included so that the 
recent inability of a well-known com- 
pany to obtain a reduction in the in- 
terest rates on its privately sold bonds 
will not be repeated a few years from 
now. 


N the construction and operating 
* fields the problem is not so simple. 
Costs of construction and wages are 
sure to rise. There is nothing a regu- 
lated industry can do under such condi- 
tions, except “grin and bear it.” Yet 
there is no good reason why the utili- 
ties should be penalized for doing their 
part towards creating a strong national 
defense. Unlike many lines of business 
they will make few calls for govern- 
ment aid with their financing problem. 
More perhaps than any other industry, 
they are willing to expand for defense 
needs and gamble that the excess and 
high-cost plant with which they will be 
burdened when rearmament is com- 
pleted will not become too great a 
white elephant. 

Possibly it is too much to hope for 
that the high-cost plant erected in the 
next year or two will be compensated 
for in the rate base. But it does seem 
only just that an industry, willing to 
do its share without quibbling, should 
receive at least equal treatment with 
others. 

Considerable hardship can be caused, 
however, in a period of rising prices if 
pressure for rate reductions continues 
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unabated. The industry could equi- This would be only half the story 
tably be afforded some measure of re- however. In many cases some compen. 
lief. sation for increased costs will be essen. 
The fair thing for regulatory bodies _ tial to prevent real injustice. In such 
to do, then, would be to deny any instances an application of the Wash. 
further demands for rate reductions ington Plan, or some equally well-con- 
during the period of the emergency. ceived program would seem justified, 





War Makes a Difference in British Gas Tanks 


STRANGER traveling about the English countryside these 
days is likely to be startled by the sight of gigantic in- 
verted cones oddly outlined against the horizon like mammoth 
Chinese coolie hats. They are great flared covers which have 
been placed on top of many of Britain’s exposed gas holders. 
The cone shape is designed to shed, literally, incendiary and 
explosive bombs which have been known to glance the surface 
of these covers, doing little or no damage. Without such pro- 
tection, direct hits with possible explosion and destruction of 
vital gas reserves would have resulted. 

A sharp change in the technique of camouflaging gas holders 
has also been noted. Instead of the fantastic zigzags, stripes, 
and spot paint jobs familiar during the last war, the protection 
of natural cover and other artifices to make the tanks imper- 
ceptible from the modern high-flying but sharp-visioned bomber 
have been adopted. Trees, shrubbery, vines, and even rambler 
roses (real and artificial) in season are being used to relieve 
the sharp outline of gas holders. 

The top of one gas holder was fixed up to resemble a hand- 
ball court with tiny fake figures placed in playing position. In 
some cases these changes have resulted in quite an artistic im- 
provement. A Birmingham lady, in a recent letter to a Canadian 
relative, which apparently escaped the censor’s scalpel, says she 
never knew a neighborhood “gas tank” which used to be an eye- 
sore could be made so completely inconspicuous from the ground 
as well as—presumably—from the bird’s-eye view. 
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A picture of the utility situation in 
Japanese-occupied Chinese territory. 


What the future holds for China, says the author, is entirely unpre- 
dictable, but so far as America ts concerned it makes no difference who 
will be the eventual victor. Both parties believe in the slogan, “Asia for 


the Asiatics.” 


The days of Western business ventures in China are 


numbered, no matter what the outcome of the war. 


By LOUISE C. MANN 


called “the city of the muddy 

flat,’ it should have been 
named “the city on the volcano.”’ While 
the lid has not blown completely off, so 
much smoke and flame is issuing from 
the crater that an eruption may be ex- 
pected at any moment. 

Paid assassins of the Nanking and 
Chungking governments are conduct- 
ing a reign of terror by frequent mur- 
ders, bombings, and _ kidnappings, 
while gangsters, racketeers, gamblers, 
and pickpockets, allegedly operating 
under the paid protection of the Japa- 
nese Gendarmes, make Chicago look 
lke a Sunday school picnic. The 
streets are filled with armored cars and 
barbed-wire barricades. Five Ameri- 
can pro-Chungking newspapermen do 
not move without bodyguards; the 
radio commentator lives in the studio 


Actes Shanghai has been 
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behind locked doors; and one Ameri- 
can writing in favor of Japan was 
obliged to flee to Tokyo. 

The security of the International 
Settlement and the French Concession 
depends upon the prestige of the Eng- 
lish and American fleets. E. E. 
Yoshiaki Miura, until recently Japa- 
nese Consul-General in Shanghai, told 
me that the Japanese had no intention 
of taking the concessions by force, and 
that even in the event of war between 
Japan and the United States and Eng- 
land, the International Settlement 
would still be safe, because of the 
treaty rights of the other nations in- 
volved. 

Powerful fleets, however, cannot 
prevent economic penetration. Al- 
though the Japanese have been very 
careful not to damage or confiscate any 
American property, it cannot be said 
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that they have treated with the same 
consideration our intangible assets, 
such as foreign trade, because they can 
be expropriated by indirect methods 
such as embargoes, monopolies, and 
exchange restrictions, which involve 
no military operations and are not sub- 
ject to reprisals by the American Navy. 

What are the American interests in 
China, for the protection of which we 
may be plunged into war? Roughly 
speaking, one-third of our investment 
is in import and export companies, and 
one-quarter in banking firms, both of 
which are in the process of being con- 
fiscated by peaceful methods. On the 
other hand, the largest single Ameri- 
can investment in China consists of the 
properties of two utility companies, 
valued at $45,000,000 or 23 per cent 
of our total Chinese venture. 

The Shanghai Power Company is a 
subsidiary of American & Foreign 
Power, and the Shanghai Telephone 
Company is controlled by Interna- 
tional Telephone & Telegraph. It is 
extremely improbable that these two 
holding companies, with their far- 
flung empires, would go bankrupt if 
they should lose their Shanghai prop- 
erties, valuable though they are; and it 
is even more improbable that the 
United States would send its fleet 
merely to protect these corporations in 
case of trouble. 


w the other hand, this utility in- 

vestment is the safest foreign in- 
terest in China, according to John 
Ahlers, financial editor of the Shang- 
hai Evening Post and Mercury, which 
I visited the day a bomb was discov- 
ered in the press room. Before the 
Sino-Japanese Incident, the Chinese 
had embarked upon a policy of forcing 
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the foreigners out of China. English 
business was based on special privi- 
leges rather than on ability. If Ching 
should win the war, therefore, all the 
British interests would have to leave 
and also the American interests not 
based on special abilities which the 
Chinese do not possess. The public util- 
ities would thus be exempted, in his 
opinion. 

Whether they would also be exempt 
under complete Japanese domination 
of Asia is another question, at present 
unanswerable. So far the relations be- 
tween the American companies and the | 
Japanese authorities have been pleas- 
ant. When other American executives 
complain about embargoes and block- 
ades and unfair competition, the offi- 
cials of these two utility companies 
have nothing to say. Some Japanese | 
industrial plants in Hongkew prefer to | 
take their power from Shanghai | 
Power instead of from the Japanese- | 
rehabilitated Chinese plant serving that | 
area. Shanghai Telephone is unable to 
fill all the demands for service connec- | 
tions, and is therefore applying fora | 
rate increase. The same service is given ] 
in connecting the Central China Tele- 
communications Company, the Japan- 
ese company which controls the 
Yangtsze valley, as in the connections 
with Chungking. 

The Shanghai Power Company was 
especially reassured by the considerate 
treatment they received from the 
Japanese during the fighting in 1937 
when Shanghai fell to the invader. In 
the first place, the French Concession 
and the important center of the Inter- 
national Settlement were respected, 
being damaged only by an occasional 
stray bullet. The actual damage done 
by bombing was the result of careless- 
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ness of inefficient Chinese pilots. In 
the second place, the plant of the 
Shanghai Power Company, the largest 
thermal station in Asia, which is lo- 
cated at Yangtszepoo, several miles 
down the Whangpoo river, was spared 
on special orders of the Japanese mili- 
tary and naval authorities, in spite of 
the fact that heavy fighting raged all 
around the plant. 


5 in story, which has never before 
appeared in print, is so dramatic 
that it must be told in detail, especially 
since it has an important bearing on 
relations between the Japanese and the 
American concern. 

The Chinese forces in Yangtszepoo 
were pushing back the invaders, until 
the Japanese had retreated to the wall 
of the compound. Since they were be- 
ing battered by a heavy rain of machine 
gun bullets, the obvious procedure 
would have been for them to have taken 
refuge in the building of the power 
plant itself. 

A guard of American Marines had 
been stationed on the roof of the plant 
for just such an emergency. When 
they saw how the fighting was going, 
they blew a siren to give the signal 
to douse the fires. Fortunately this 
siren frightened away the threatening 
Japanese soldiers. 


In the meantime, the office was on 
the telephone to the U. S. Consul, 
Clarence M. Gauss, and Admiral Yar- 
nell, who decided that the solution was 
to make the plant compound out of 
bounds for both sides. Admiral Yar- 
nell contacted the Japanese army and 
Mr. Gauss the Chinese army, and both 
sides agreed to issue orders to this ef- 
fect, thus saving the day. Although by 
this time a third of the load had been 
lost, the plant was still able to function, 
and in half an hour was back to normal. 

The point of this story is that since 
the Japanese once had an opportunity 
to capture the Shanghai Power Com- 
pany plant with little or no effort, and 
in fact it would have been to their mili- 
tary advantage to have done so, it is 
not probable that they will return at 
some future date and start fighting all 
over again, unless total war should 
break out. If they are ever in a posi- 
tion to challenge the American Navy, 
they will be powerful enough to pur- 
chase the company peacefully, as they 
did in Peking, which would be cheaper 
in the long run. 

On the other hand, various forms of 
political pressure are not only possible, 
but have been practiced in other places, 
the case of the British-owned Hankow 
Light and Power Company which 
serviced the foreign concessions in 


7 


can & Foreign Power, and the Shanghai Telephone Com- 


q “THE Shanghai Power Company is a subsidiary of Amert- 


pany ts controlled by International Telephone & Tele- 
graph. It is extremely improbable that these two holding 
companies, with their farflung empires, would go bankrupt 
if they should lose their Shanghai properties, valuable though 
they are; and it is even more improbable that the United 
States would send its fleet merely to protect these corpora- 
tions in case of trouble.” 
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Hankow, being an example. In this in- 
stance the pressure was exerted 
through control of the coal supply. 


One Japan has exercised control 
over all of the strategic materials 
in North China, where most of the 
Chinese coal is produced, an increasing 
amount of this coal is shipped to Japan 
instead of to its former and normal 
markets in Central China. Institutions, 
such as missions, colleges, and hospi- 
tals, are able to keep open only through 
Japanese cooperation in the obtaining 
of coal. 

According to the Shanghai news- 
papers, the Hankow Power and Light 
Company had for some time been 
working on a day-to-day basis as far as 
the coal supply was concerned. The in- 
side story of subsequent events seems 
to have been that the Japanese authori- 
ties had not submitted a bill with the 
driblets of coal which they had sup- 
plied. At the end of a year, the bill was 
sent. It proved to be so large that the 
Hankow Light and Power Company 
was unable to pay it, and declared itself 
bankrupt. Acquisition by the Japanese 
interests can thus be accomplished in 
a legal manner. 

The Japanese, however, will be un- 
able to acquire Shanghai Power by this 
method unless they close the port of 
Shanghai, because the power company 
has chartered three ships, one British 
and two Norwegian, to bring coal from 
India. 

The fuel shortage is the most serious 
problem facing industry in China at 
present, while at the same time the 
Shanghai Power Company is supply- 
ing more current than at any period in 
its history. The company’s contracts 
with the Kailan Mining Company in 


North China for 300,000 tons of coal a 
year were made in pounds sterling, 
while revenues are received in depreci- 
ated Chinese currency. The company 
also requires an additional 400,000 
tons a year. The average cost of coal 
over a period of eight years was yuan 
11.04 per ton, while the average cost 
for the latter part of 1940 was expected 
to be yuan 150 per ton. 

The Japanese-controlled Peking 


Chronicle states : “Formerly the record | 


quantity of coal exported to Japan was 
1,628,000 tons. During the first five 
months of 1940, 1,585,996 tons were 
exported to Japan. It is predicted that 
by the end of this year coal exports to 
Japan will pass the 3,500,000-ton 
mark.” 


byes Ahlers, in the American-owned 

China Weekly Review, says: “It is 
obvious that it is what the Nipponese 
call their development work, their ef- 
forts at Sino-Japanese economic co- 
Operation, which deprive China’s most 
important economic center (Shang- 
hai) of a sufficient supply of Chinese 
coal in favor of Japan, where progres- 
sive overindustrialization continues to 
boost the coal demand.” 

An interesting result of this diver- 
sion of coal from China to Japan is the 
fact that the Japanese industries in 
Shanghai must obtain their coal from 
Japan. According to Y. Hanawa, 
number one manager of the Shanghai 
branch of Mitsui, the Chinese coal is 
sent to Japan because it is of superior 
quality. The result is that the Japanese- 
operated Central China Water and 
Electric Company of Shanghai is 
forced to use the inferior Japanese 
coal, which is not good for steam pur- 
poses. 
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American Interests in China 


OW HAT are the American interests in China, 
for the protection of which we may be 
plunged into war? Roughly speaking, one-third of 
our investment 1s in import and export companies, 
and one-quarter in banking firms, both of which are 
in the process of being confiscated by peaceful meth- 
ods. On the other hand, the largest single American 
investment in China consists of the properties of 
two utility companies, valued at $45,000,000 or 23 


per cent of our total Chinese venture.” 





Although the financial prospects of 
the Shanghai utilities depend more 
upon the course of international affairs 
than on the commercial situation of 
the moment, a word about the latter 
might be of interest on general princi- 
ples. 

The Shanghai Power Company was 
originally a municipal undertaking, 
under the ownership of the Shanghai 
Municipal Council. The expansion of 
Shanghai was so rapid that the Shang- 
hai Municipal Electric Department got 
tired of putting up new money to keep 
pace with the growing city. In 1929, 
therefore, the Far East Power Com- 
pany was organized by the American 
& Foreign Power Company, which 
held 80 per cent of the stock, while the 
remainder was held by British, Chi- 
nese, Japanese, and American interests. 


T= original plan of American & 

Foreign Power was to form a tri- 
angle extending from Shanghai to 
Nanking to Hangchow, but in 1932 the 
idea was abandoned, because it began 
to be realized that there was no future 
for foreign capital in China. A signifi- 
cant fact is that at that time it was the 
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Chinese government which was an- 
tagonistic, not the Japanese. The 
Chinese government had insisted that 
it should hold 51 per cent of the stock 
of any foreign company formed in its 
territory. 

The International Telephone & 
Telegraph Company holds 70 per cent 
of the capital stock of the Shanghai 
Telephone Company. The company 
was recently transferred from incorpo- 
ration in Delaware to “Federal In- 
corporated, U. S. A.,’”’ which means 
that it is registered at the American 
Consulate in Shanghai, thus avoiding 
heavy taxes in the United States. 

Both of these companies have been 
hampered by the rapidly depreciating 
exchange while receiving revenues at 
fixed rates. On the other hand, this 
difficulty has been somewhat offset by 
the tremendous expansion of the for- 
eign concessions due to the large in- 
flux of Chinese refugees. This expan- 
sion, however, has necessitated large 
capital expenditures, which may not be 
a permanent investment, since further 
shifts of population may easily occur 
with future changes in the political 
situation. 
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The Shanghai Power Company has 
not profited so much, because their 
consumers have not increased to any 
extent in number since the outbreak of 
the Incident, although they have bene- 
fited by the increased industrial activity 
and prosperity which prevailed in 
Shanghai until recently. On December 
31, 1936, there were 78,934 customers, 
which number fell to about 57,000 on 
December 31, 1937, rising again to 78,- 
577 on December 31, 1939, according 
to the annual report for 1939. In the 
meantime, the load center of the com- 
pany has definitely shifted toward the 
west in the districts which are not af- 
fected by the military restrictions, 
causing substantial capital investment 
in order to provide adequate service. 


HE large increase in rates has been 
more than offset by the enormous 


jump in coal prices, so that dividends 
on the U. S. $7 cumulative second pre- 
ferred stock had to be discontinued in 
1938. 

The abridged earning statement in 
Chinese dollars for 1939 is as follows: 


13,432,628 
5,075,032 
2,500,000 


Net earnings 5,857,596 


The report of the Shanghai Tele- 
phone Company is more glowing until 
they point out that “since these reve- 
nues have been received in depreciated 
Chinese dollars they represent a very 
low return when related to the real 
value of the company’s plant invest- 
ment.” 

The net income for 1939 showed a 
substantial increase over 1938.1 The 


Gross income 
BERET ORE MOLGs. Gisle.coneb.c cis soeoesvees 
Property retirement reserve 


1 Consequently the company not only paid 
the initial cash dividend of $4.25 on its com- 
mon stock, but also declared a stock dividend. 
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abridged statement in Chinese dollars 
is as follows: 


1939 
Total operating revenues 10,693,082 
Operating expenses .... 2,331,802 
Maintenance 
Taxes 
Depreciation fund 
Interest 


1938 
7,324,177 
1,537,877 
742,261 
066,9 une 

’ 197 
1,503,599 1'302'17 
2,861,748 948.200 


The growth in telephones which was 
interrupted by the hostilities and then 
resumed in 1938 continued through 
1939 and resulted in the addition of 
16,199 telephones during 1939. At the 
close of the year there were 79,554 
telephones in service, or 19,165 more 
than the prehostilities’ peak. 


Ore the Shanghai Telephone Com- 
pany is the only Shanghai utility 
which has not raised its rates since the 
currency depreciation, it has filed 
an application for an increase. In the 
meantime, the low rates plus the in- 
creasing congestion in the foreign con- 
cessions served by the company have 
resulted in an unprecedented demand 
for service, while the European war has 
retarded schedules for delivery of 
equipment. Consequently the company 
has an accumulation of orders which it 
is unable to fill. However, the com- 
pany is anxious to proceed slowly, be- 
cause it feels that some of these condi- 
tions are merely temporary, and that 
too rapid expansion might result in an 
unhealthy financial situation, if there 
should suddenly be a large number of 
disconnections of service. 

The Shanghai Telephone Company 
is fortunate in that its bonds are in 
Chinese currency, so that the amount 
of interest to be paid has not increased 
as the money declined in exchange 
value. They are also able to use some 
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machinery which is manufactured lo- 
cally. a 7 

There are now six big utility com- 
panies operating in the International 
Settlement. The following table shows 
the approximate book value in Chinese 
dollars in 1936: 
Shanghai Power 
Shanghai Telephone 
Shanghai Waterworks ; 
Shanghai Electric Construction .. 


Shanghai Gas 
China General Bus 5,000, 


152,500,000 
45,600,000 
33,600,000 
13,500,000 


The last four companies are British- 
owned. The other utility companies 
operating in and around Shanghai were 
formerly Chinese and are now operated 
by the Japanese, according to John 
Ahlers in the China Weekly Review. 
“Such Japanese companies are the Cen- 
tral China Water and Power Co., the 
Central China Telephone and Tele- 
graph Co., the Central China Urban 
Motor Transport Co., and the Greater 
Shanghai Gas Co.—all subsidiaries of 
the semiofficial Japanese Central China 
Development Company. Of these com- 
panies, the Central China Urban Motor 
Transport Company appropriated to it- 
self the exercise of the China General 
Bus and the Shanghai Electric Con- 
struction companies’ franchise rights 
north of Soochow creek, which action 
very unfavorably affected both these 
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British corporations. The two Ameri- 
can companies are much less affected 
because their Japanese competitors 
are but small and financially weak, and 
even big Japanese interests generally 
prefer the services of the American 
companies.” 


HE Central China Water and 

Electric Company was formerly 
the Chapei Water Works and Electric 
Company, with a plant on the Whang- 
poo river, which supplies the section 
north of Shanghai. Misao Aoki, pres- 
ent Japanese manager, said: “It is 
a joint Sino-Japanese concern, the 
Chinese investment being the original 
plant and equipment, which the Japa- 
nese have paid in 20,000,000 yen. Half 
of the Japanese investment was paid 
by the Central China Development 
Company, while the other half was col- 
lected from the utility companies in 
Japan.” As the result of this set-up, the 
Chinese have been given 55 per cent 
control of the company, he claimed. 
The Japanese retained the other 45 per 
cent (information from other sources 
alleges that the Japanese have retained 
51 per cent control). Since the Chinese 
fled at the approach of the Japanese 
army, the Japanese were able to take 
over the plant without paying for it. 


undertaking under the ownership of the Shanghai Municipal 


q “THE Shanghai Power Company was originally a municipal 


Council. The expansion of Shanghai was so rapid that the 
Shanghai Municipal Electric Department got tired of put- 
ting up new money to keep pace with the growing city. In 
1929, therefore, the Far East Power Company was organ- 
ized by the American & Foreign Power Company, which 
held 80 per cent of the stock, while the remainder was held by 
British, Chinese, Japanese, and American interests.” 
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Most of the new capital was used to 
repair the machinery, because this plant 
was badly damaged during the fight- 
ing. Not only the plant but also the 
market was partially destroyed by the 
war, having shrunk to only 30 or 40 
per cent of its previous volume, with 
no profits in sight for two years, ac- 
cording to Mr. Aoki. The Japanese 
management is trying to persuade the 
former Chinese directors to invest 
more capital in the company, in order 
to purchase new machinery. He said: 
“Since it is a Chinese company, it is 
only fair that the Chinese should in- 
vest more capital than the Japanese, 
who are supplying the necessary tech- 
nicians.” Mr. Aoki made it very clear 
that the Japanese had taken over the 
Chinese utility companies for the bene- 
fit of the Chinese because the technical 
ability of the latter is so inferior to the 
Japanese. “The Japanese invasion of 
China,” he continued, “is not to make 
profits for the Japanese but to extend 
public service to the Chinese.” 


~~ Ahlers, the financial editor 

of the Shanghai Evening Post, 
said that since the bombing the Chapei 
power service had become so irregular 
that even the Japanese industries sub- 
scribed to the Shanghai Power Com- 
pany whenever possible, although pri- 
vate consumers take from the Japanese 
company under pressure. Interruption 
of service for 24-hour periods is not 
fatal for a private residence, while it 
would be disastrous to a factory. 

All of the utility companies which 
serve districts outside of the foreign 
concessions in Shanghai suffer fre- 
quent acts of sabotage by the stealing 
of the copper power and telephone lines. 
The price paid for these war materials 
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is so high and the poverty resulting 
from the war is so great that the gain is 
worth the risk. Frequent interruptions 
in telephone and electric service result 
from this form of lawlessness. These 
criminal acts have no political signif- 
cance but are merely a part of the wave 
of crime which has been sweeping over | 
Shanghai. 

Peaceful Peking presents a pleasing 
contrast to turbulent Shanghai. Al- 
though Japanese troops are plentiful 
there are no barbed-wire barricades nor 
armored cars blocking the streets, 
while Japanese and Chinese are super- 
ficially working together peacefully 
without the tension which pervades the 
atmosphere in Shanghai. Although 
there are strong undercurrents of inde- | 
pendence and dissatisfaction with 
Japanese rule, on the surface all ap- 
pears quiet. It is still dangerous, how- 
ever, to venture into the Western Hills, 
where guerillas are operating. In nor- 
mal times these roving bands of ma- 
rauders are bandits, but at present they 
are receiving subsidies from Chung- 
king, which makes them of strategic 
importance. 


N Peking is located the provisional 
government of North China, un- 
der the imposing title of the North 
China Political Affairs Commission, 
which is appointed by the puppet Wang 
Ching-wei Government at Nanking. 
Here are also located the offices of the 
North China Development Company 
and its subsidiaries, including the 
North China Electric Company, the 
North China Railway Company, and 
the North China Telephone and Tele- 
graph Company. 

The Japanese have taken over part 
of the old Imperial park of the Winter 
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Sabotage in Shanghai 


66 ALL of the utility companies which serve districts outside of the 

foreign concessions in Shanghai suffer frequent acts of sabo- 

tage by the stealing of the copper power and telephone lines. The price 

paid for these war materials is so high and the poverty resulting from the 

war is so great that the gain is worth the risk. Frequent interruptions in 
telephone and electric service result from this form of lawlessness.” 





Palace, formerly the playground of the 
Manchu emperors, to house the North 
China Electric Company. Entrance is 
past a lake covered with rose-colored 
lotus blossoms, through a red lacquer 
gate, and across the old moat over a 
bridge guarded by bronze dragons. 
The North China Electric Company, 
capitalized at $100,000,000 (F. R. 
B.),? half of which is controlled by 
Nanking and half by Tokyo, controls 
three subsidiary companies, the Pe- 
king, the Tientsin, and the Chetung. 
The North China Electric Company 
purchased the Chinese Peking Electric 
Company for $20,000,000 (F. R. B.). 


2F. R. B—Federal Reserve Bank notes are 
the puppet paper currency of North China. 
Since this money has no gold backing, the 
Japanese authorities are endeavoring to se- 
cure foreign exchange by taking 10 per cent of 
proceeds of exports, and by trying to confis- 
cate American dollars which unsuspecting 
tourists bring into the region, as I know from 
sad experience. 
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The stockholders, who were paid in 
cash, received $150 a share for stock 
with a par value of $100 which was 
selling on the market at between $40 
and $50 a share. Feng Hsu, former 
managing director of Peking Electric, 
and Chu Shen, his assistant, consider 
that the stockholders were generously 
treated, in spite of the fact that pay- 
ment was made in depreciated fiat cur- 
rency. 


r North China the Japanese have 
tried to follow the policy in general 
of expropriating only those properties 
which were abandoned, and of legally 
purchasing the remainder at a fair 
price. It is true that payments are made 
in fiat F. R. B. currency, but the pur- 
chasing power and rate of exchange 
are quite similar to that of the Chinese 
dollar. 

In fact, in Peking prices are much 
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lower than in Shanghai. The Peking 
Electric Company has not raised its 
rates since the exchange value of the 
money went down. On the other hand, 
the Japanese-controlled companies are 
allowed to purchase coal from the 
Japanese coal monopoly at what seems 
to them the high price of $14 or $15 a 
ton, but which is in startling contrast 
to the Shanghai price of $150 per ton. 

At present the electric rates are fixed 
by the commercial department of the 
Peking Electric Company, under the 
supervision of the North China Polit- 
ical Affairs Commission. The com- 
pany employs about thirty Japanese in 
the key positions. 

The North China Telegraph and 
Telephone Company, Ltd., states in its 
General Information Bulletin for 1939 
that it “is a special Chinese corporation 
with an authorized capital of $35,000,- 
000, which is shared by the Chinese 
and Japanese shareholders, and is as- 
sisted by the Chinese (Nanking) gov- 
ernment.” 

This company’s most obvious accom- 
plishment is the installation of auto- 
matic dial equipment in Peking and 
Tientsin. 

It has been alleged, however, that 
plans for this improvement, with ex- 
tension to Tungchow, were already 
under way before the onset of the Inci- 
dent, because the Japanese already con- 
trolled the telephone company through 
capital investment and the sale of 
equipment. 

On the other hand, their interna- 
tional communications via wireless are 
a trifle weak, because their plans are to 
route all messages, even to Shanghai, 
through Tokyo, for purposes of cen- 
sorship, which takes several days 
longer. 


i residents of Peking are not im- 
pressed with the much-vaunted 
Japanese efficiency. None of the utilj- 
ties are as efficiently run at present as 
they were under Chinese management 
before the invasion. Of course the 
Japanese direction has been hampered 
by the tremendous increase in the popu- 
lation of Peking—by the Japanese 


army, business men, adventurers, and | 


Chinese refugees. 
The electric power is continuous, al- 


beit a trifle weak at times. Although | 


the phone service is good since the in- 
stallation of the automatic dials, it was 
previously very poor, and it is prac- 
tically impossible to have a telephone 


moved from one residence to another | 


without using a large amount of politi- 
cal influence. New installations which 
previously cost $30 now cost $100. 

The worst failure, however, is in the 
water supply. The Japanese have been 
unable to keep pace with the increase 
in population. The pressure of water 
flowing from the tap is very low, and 
at times of greatest use is practically 
nonexistent. 
breakdowns frequently cut off the 
water supply entirely. My memory of 
my sojourn in Peking will be punctu- 
ated by the number of baths which I 
did not take. The spirit was willing 
but the water supply was weak. 

This inefficiency of the Japanese- 
controlled utilities has several causes, 
besides the sudden increase in popu- 
lation. (Shanghai suffered from the 
same problem without any decline in 
the public service in the sections served 
by the American companies.) For 
one thing the Japanese and Chinese do 
not work together smoothly, in spite of 
the yards of propaganda films shown at 
the various movies and the burning of 
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thousands of anti-Japanese school- 
hooks. Furthermore, experienced 


Chinese technicians have been replaced 
with less experienced Japanese. 


I is impossible to judge the efficiency 
of the railroads under Japanese 
management because of guerilla activi- 
ties. Tracks and bridges are frequent- 
ly blown up, thus delaying trains for 
days at a time, which makes a theoreti- 
cally overnight journey an adven- 
turous undertaking, particularly if one 
has been unable to secure a berth, which 
is usually the case. The seasoned trav- 
eer takes supplies of canned goods 
sufficient for several days and I never 
took even a short train journey in 
China without a box of sandwiches. 

The situation of the railroads is dif- 
ferent from that of the privately 
owned utilities. The railways were 
formerly owned by the Chungking 
government, and the bonds are held by 
British and other foreign investors. 
The North and Central China railroads 
were captured by the Japanese army, 
and the ownership transferred to the 
Nanking government, which adminis- 
ters them through the North and Cen- 
tral China Development Companies 
(subsidized by Tokyo), which in turn 
control the North and Central China 
railroad companies. 

When General Chiang Kai-shek sur- 
rendered the railroads in Central 
China, he removed most of the rolling 
stock and destroyed the remainder, 
with the result that the Japanese had to 
spend large sums of money to restore 
the railroads to even a semblance of 
their former utility. 

Makoto Den, president of the Cen- 
tral China Railway Company, said 
that at present they were running at a 


347 


loss, but that he hoped in two or three 
years they would show a profit. Mr. 
Ninomiya of the North China Rail- 
road Company said that they were los- 
ing several millions a year, because al- 
though their operating income covered 
the expenses, they had had to do much 
reconstruction work, and had also built 
three new lines. 


usT what are the chances of the 
British bondholders receiving serv- 

ice on their bonds? Both Mr. Den and 
Mr. Ninomiya answered this question 
in the same way: “The resumption of 
payment of the railroad debt depends 
on recognition of the Wang Ching-wei 
Government at Nanking by the coun- 
tries whose nationals hold the bonds.” 

One hundred and twenty-five million 
dollars might be a small price for the 
Japanese to pay for international rec- 
ognition of its conquest of China. On 
the other hand, if recognition is with- 
held, the use of force might have to be 
resorted to in order to collect the rail- 
way debts, according to the North 
China Company. In other words, the 
railway debts are a political rather than 
a financial issue. 

Thus three methods of acquisition of 
utility properties by the Japanese have 
been reviewed : (1) Acquisition of gov- 
ernment property by military force, 
such as the railways; (2) acquisition 
of abandoned private property by mili- 
tary occupation, such as the Chapei 
Power Company of Shanghai; and 
(3) peaceful acquisition in a legal man- 
ner by purchase of going concerns, 
such as the Peking Electric Company. 

The China Weekly Review records 
the suicide of Sun Shihtsen, formerly 
organizer and chief engineer of the 
Amoy Power Company, which had re- 
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cently been confiscated by the Japanese. 

An effort is now being made to en- 
tice idle Chinese capital into Japanese- 
occupied territory, but has so far met 
with no success. When the Japanese 
first took over Chinese plants and fac- 
tories, much of the machinery was 
shipped to Japan for scrap iron. New 
capital, therefore, was necessary for re- 
placements without improvements. On 
the whole, Japanese business ventures 
in China have been so unsuccessful 
that Japanese are now forbidden to 
go to China unless on very urgent 
business. 

Construction of new power plants in 
Free China is proceeding slowly, be- 
cause of the difficulty of obtaining sup- 


plies. A steam boiler which could be 
used in a generating plant and which 
would also be light enough to transport 
on the back of a mule and small enough 
to be smuggled through the Japanese 
lines has not yet been invented, al- 
though the General Electric Company 
in Shanghai has received orders for 
several such. 

What the future holds for this war- 
torn nation is entirely unpredictable, 
but so far as America is concerned, it 
makes no difference who will be the 
eventual victor. Both parties believe in | 
the slogan, “Asia for the Asiatics,” 
The days of the Western business ven- 
tures in China are numbered, no mat- | 
ter what the outcome of the war. | 








a 

















Success of Defense Program 


¢ 5 irene success in the realization of the purposes of the 

vast defense program can only come through concerted 
action on the part of all who participate therein, working in 
unison with the authorities at Washington. This must be ac- 
companied by an atmosphere of mutual understanding, coépera- 
tion, and good will. 

“This codperative endeavor, to which your influential asso- 
ciation [Illinois Manufacturers Association] can contribute 
much of value, should be free of partisan politics, of class ha- 
tred, or of any imagined hostility of capital toward labor or of 
labor toward capital. The effort must be consummated within 
the framework of our economic system—a system of free pri- 
vate enterprise which has to its credit the development of this 
great industrial nation and the establishment of a standard of 
living unequalled in the world.” 

—Irvine S. Oxps, 
Chairman of the Board, United States Steel Corporation. 
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Phone Calls for Utility 
Friendship 


HAVE read with interest the article by 
] Arnold Haines in the FortNicHtLy for 
February 27th, in which he suggests that 
utility meter readers might develop personal 
friendly contacts with the consumers in order 
to cut off in advance the development of 
hostility towards the company. I think the 
objective outlined by Mr. Haines is excellent ; 
but as a practical utility man, I doubt that 
any meter-reading corps would give very good 
results. There are a number of substantial ob- 
jections, the principal one being the increased 
expense. 

I am wondering if an occasional telephone 
“visit” from the utility to the consumer might 
not serve a similar purpose. I noted some 
time ago in Telephony, the telephone indus- 
try’s magazine, that one telephone company 
had a practice of having a young lady call 
up after the installation of any new phone, 
in order to welcome the new subscriber, to 
inquire if the directory listing were accurate, 
and if everything else was all right. Why 
could not this be done with old customers 
as well as new ones, and with gas and elec- 
tric, as well as telephone customers? It need 
not be every month—perhaps every quarter 
would be sufficient; selecting a morning hour 
during a week day and being sure to ask 
the housewife, first, if she has a moment’s 
leisure to talk to Miss So-and-So of the gas 
and electric company. 

I have never known of such a thing being 
done. But I have a hunch that it might yield 
very favorable results. 

—J. E. Marspen, 
North Beach, Md. 


e 
Regulatory Experts Approved 


His letter refers to Mr. B. Morton Fuller- 
ton’s article, “The New Regulatory Ex- 
pert,” in the ForTNIGHTLY of January 16, 1941, 
in which he alleges that the reorganization of 
Associated Gas and Electric Corporation has 
been made a vehicle of political patronage. 
We wish emphatically to state that no em- 
ployee in the Trustees’ organization has been 
hired as a result of any political suggestion 
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whatsoever, nor in connection with any politi- 
cal obligation whatsoever. This is the in- 
controvertible fact, a fact which might have 
been ascertained by inquiry. 

The allegation of political patronage carries 
with it an implication of incompetency. The 
question of competency is a question of fact, 
a question of whether the individuals con- 
cerned are efficiently performing the specific 
tasks for which they were employed. Whether 
they were trained in government or private 
business seems totally irrelevant to the factual 
question of competency. 

These reorganization proceedings, the most 
extensive on record, have required an extra- 
ordinary amount of contact with Federal and 
state regulatory agencies. Accordingly, it has 
been essential to have more than the usual 
number of employees with intimate knowledge 
of government procedures. 

There is one further minor misstatement 
of fact in Mr. Fullerton’s article—that one 
executive of The Utility Management Cor- 
poration was increased from $3,600 to $12,000 
when selected by us. While we do not regard 
it as pertinent to the central question of 
competency, it so happens that no employee 
has received any such raise. The question of 
the size of a man’s salary is substantially de- 
pendent on what he can get in the market for 
his services. 

We can understand why it might be be- 
lieved that many reorganization proceedings 
are “politically” ridden. Certainly the his- 
tory of bankruptcies would confirm such 
opinion to some extent. In the Associated 
Gas and Electric proceedings, however, it 
may be said without equivocation that there 
is no political patronage situation whatsoever, 
and that there is no political (using the word 
in its invidious sense) interference or pres- 
sure. 

—Wtutarp L. THorp, 
Co-trustee, Associated Gas and Electric 
Corporation, New York, N. Y. 


e 


Natural Gas Earning Prospects 


N an article entitled “Natural Gas, the Ugly 
Duckling” by W. D. Gay, issue of Febru- 
ary 13, 1941, page 207, I find my name men- 
tioned in connection with an opinion I gave 
on the witness stand. The opinion is de- 
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scribed, as “quite surprising (in fact almost 
amazing)” and also as “slightly exaggerated.” 
It might be desirable for your readers to be 
acquainted with the reasons which underlie 
my opinion. I think they will agree that sur- 
prising or amazing as the opinion might be, 
it is not even “slightly” exaggerated. 

In the first place, let there be no doubt but 
that I chose Commonwealth Edison Company 
(with whose financial condition I am inti- 
mately acquainted) as an example of the best 
grade investment in the public utility indus- 
try, as normally conducted. Secondly, I was 
not testifying as to the investment standing 
of natural gas companies generally but was 
only concerned with the Natural Gas Pipe- 
line Company of America and only under the 
conditions presented in the rate case. With 
that clearly in mind, let us examine from an 
investor’s point of view the position of the 
Natural Gas Pipeline Company of America in 
the natural gas industry, and then let us com- 
pare it with Commonwealth Edison Company. 

In my opinion (which is, to a great extent, 
in accord with that expressed by Mr. Gay) 
the natural gas industry suffers in its invest- 
ment rating from: (1) Doubts in the minds 
of investors as to the valuations placed upon 
gas reserves'and other facilities; (2) doubts 
in the minds of investors that proper deple- 
tion is being taken; (3) doubts in the minds 
of investors that the depletion funds will be 
properly used, 1.e., to retire outstanding capi- 
talization or to acquire replacement reserves 
or facilities having an earning power equal 
to those used up; (4) doubts in the minds of 
investors as to the possession by the company 
of a continuous profitable market; and (5) 
what Mr. Gay calls the “burdensome manu- 
factured gas heritages.” In the case of the 
Natural Gas Pipeline Company of America 
there are no “manufactured gas heritages”; 
so that we are concerned only with the other 
four factors. 

In the proceeding in which I testified, the 
Federal Power Commission was engaged in 
a valuation of the property, which valuation 
was to be used by the commission in setting 
rates and consequently investors need have 
no fear that such valuation would be exces- 
sive. Secondly, the Federal Power Commis- 
sion was engaged in a determination of the 
life of the field and of the proper amortiza- 
tion! to be allowed to the company, and 
since the period arrived at was only sixteen 
years, the lowest period set by any witness, in- 
vestors need have no doubt on this subject. 
Likewise, in this proceeding the Federal Power 
Commission was considering a complaint 


1 The amortization allowed provided for the 
return to the company of the value of all of 
its reserves, of its pipe line, of its other facili- 
ties, and of all future expenditures for prop- 
erty (including the cost of removal) over a 
16-year period, valuing the pipe line at the 
end of that period as junk. 


which charged that the profits of the Natural 
Gas Pipeline Company of America from its 
markets were excessive, so that no investor 
had any cause to question the ability of the 
Pipeline Company to earn over the next six. 
teen years the return allowed by the Power 
Commission. 


T= remains only one factor which 
might adversely affect the credit of this 
company, viz.: The use to be made of the 
amortization funds. The record is clear that 
there was, for the purposes of the proceed. 
ing, no need for the development of new gas 
reserves and, that the amortization which 
gave consideration to all extensions and re- 
placements of the property, as well as all ex- 
isting property, contemplated the salvage at 
their junk value of the pipe line and other 
facilities at the end of sixteen years. It is 
true that the company claimed it would hold 
the amortization fund intact (invested in 
government bonds), an action which would 
have adversely affected the credit of the 
company. I assumed, and I contend that my 
assumption was a legitimate one, that the 
company would under normal, prudent man- 
agement use all amortization funds not needed 
in the venture to pay off its capital lia- 
bilities. I contemplated mortgage bonds 
serialized in maturity or covered by sinking- 
fund operation, either of which would ex- 
tinguish the debt in sixteen years as a maxi- 
mum and which would be readily payable 
out of the amortization allowed by the Fed- 
eral Power Commission. The additional 
funds provided by the amortization allow- 
ance, I contemplated, would be used to pay 
liquidating dividends on the common stock, 
in which event at the end of sixteen years 
the common stockholder would have re- 
ceived not only his dividend income, but also 
the full present value of his stock in liquidat- 
ing dividends. Certainly this company, not 
being faced with the problem of replacing 
its reserves, is in a totally different category 
from natural gas companies generally. 
Under these conditions, I came to the con- 
clusion that Natural Gas Pipeline Company 
of America is deserving of a substantially 
higher investment rating, and, hence, lower 
cost credit than Commonwealth Edison Com- 
pany. The investor in Commonwealth Edison 
Company is risking his money on a utility 
which by its nature must continue indefinitely 
to serve the public. He may sell his invest- 
ment but he cannot have any expectancy that 
he will receive his investment returned to him 
intact. The 40-year bonds of Commonwealth 
Edison which had been sold on a 3.16 per 
cent basis will be affected by all the economic 
and political conditions of the next forty years 
which have no reassuring aspect. At the 
end of that time the investor can only look 
to a refinancing to repay his principal, and 
during that period he can only look to the 
security market. As against this, the Natural 
Gas Pipeline Company will have returned to 
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it in full its present value, in substantially 
even instalments over the next sixteen years, 
at the end of which time all of the present 
worth of the business will have been paid 
hack to the capital furnishers. Certainly 
grial bonds of the Pipeline Company, matur- 
ing in amounts which are amply covered, by 
the amortization allowance and having no 
maturity beyond sixteen years, in an indus- 
try as highly profitable as that of the Pipe- 
fine Company, are a safer investment than a 
40-year bond even of Commonwealth Edison 
Company; and as such deserve substantially 
a lower interest rate. 

Furthermore, the common stock of the 
Pipeline Company would be the regular re- 
cipient of liquidating dividends so that at 
the end of sixteen years all of the common 
stock investment. would have been paid back 
to the investor. Since both industries are 
under regulation, I can see no reason to war- 
rant a doubt of my opinion that the securi- 
ties of the Pipeline Company, because of the 
assurance of repayment of its principal, are 
substantially more attractive to an investor 
than are those of Commonwealth Edison 
which require the investor to look to the 
security markets for this principal if ever 
he desires to obtain it. 


| FEEL certain that no respectable financial 
authority will criticize the conclusion that 
as between two public utilities, both earn- 
ing profits which bring them to the level where 
regulation causes rate reductions, the lower 
cost credit would go to a company for which 
the regulatory agency has provided the means 
for the return of-all of its capital over six- 
teen years (as was done by the Federal Power 
Commission in its order) and not to a com- 


pany which, prosperous though it might be, 
can only refinance its security or provide 
markets for the sale of securities but which 
cannot provide out of its receipts for the 
retirement of its debt securities, much less 
of its common stock. 

In arriving at my conclusion as above— 
and I insist that my conclusion is absolutely 
sound—you will note that I give no weight 
to many minor factors which an investor 
would usually take into consideration, such 
as the effect of future increases in wage and 
commodity price levels, the ability to pass any 
needed additional rate on to its customers, 
and the need for raising additional capital 
under possibly unfavorable circumstances. 
I contend that among public utilities which 
are being regulated, and which have a record 
of profits such that a commission can order 
a reduction in rates, a company which will 
return to its investors all of its present value 
within sixteen years is a better risk and is 
entitled to lower cost money than is the 
strongest, soundest, and most prosperous 
public utility which must continue to serve, 
the public for one hundred years (the life of 
the dam found by the Federal Power Com- 
mission in Safe Harbor Water Power Com- 
pany Case) or perpetually as must Common- 
wealth Edison Cornpany. Most natural gas 
companies are not in this category, but I insist 
that Natural Gas Pipeline Company of Amer- 
ica is, and my testimony was directed not to 
the industry in general but only to the par- 
ticular company under the circumstances 
surrounding it in the particular case. 


—Frep KLEINMAN, 


Chief accountant, Illinois Commerce 
Commission, Chicago, IIl. 





Utility Oddities of Human Interest 


|B gemacen in the phone book: With one possible exception, the Roosevelt 
appointees to the U. S. Supreme Court do not have public listings of 
their residential telephones in the Washington directory. On the other hand, 
the three “hold-over members” (Chief Justice Hughes and Justices Roberts 
and Stone) are all listed. There is a “Hugo L. Black” listed at the Justice’s 
Alexandria address, but it is not clear whether this refers to the Justice or 
his son. The only member of the President’s Cabinet to be publicly listed 
is Hon. Claude R. Wickard, Secretary of Agriculture. 


Post Office mail handlers have a reputation for being able to figure out freak 
addresses. A slight lapse occurred not long ago when a letter postmarked 
from Baltimore was addressed to “General Electric Whiskers.” It was 
thrown in the reference pouch for a more definite address. But the reference 
clerk was probably behind on his newspaper reading about Mussolini’s 
colorful runaway general in the Libyan campaign, because he wrote across 
the envelope, “Try Schenectady, New York.” 


Natural gas men in the Texas Panhandle still tell about the young lady 
from the East with two college degrees who stopped in Amarillo for the 
first time. She asked the hotel clerk what there was of interest in Amarillo. 
He replied that the city had the only “helium plant” in the world. “Really?” 
she remarked. “Is it in bloom now?” 
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Wire and Wireless 
Communication 


HE International Allied Printing 

Trades Association, consisting of 
five printing crafts unions claiming a 
membership of 200,000, will press Con- 
gress for enactment of legislation aimed 
to restrict drastically the sale of com- 
mercial time on the air to no more than 
25 per cent of available radio time and 
to impose heavy taxes on the income of 
broadcasting stations. 

This announcement was made at 
Miami, Florida, last month by John B. 
Haggerty, chairman of the board of 
governors of the printing association, 
following a board meeting. The unions’ 
“double-barreled” program, according 
to Mr. Haggerty, was based on informa- 
tion made available from Federal sources 
showing the profits of the broadcasting 
stations, the narrowing control of radio 
and its encroachment on newspapers, 
magazines, and the printing industry. 

The legislative program sponsored by 
the unions, said Mr. Haggerty, would 
cut commercial time sold from the pres- 


ent 40 per cent of all available time to 


25 per cent. The taxation proposal 
would bring the Federal government 
about $12,000,000, he estimated. 

The five associated unions, after five 
years of study of competition in adver- 
tising with special reference to the rival- 
ry of the radio with the printed page 
(mainly newspapers and magazines), 
had concluded, he continued, that the 
inroads of radio had deprived some 25,- 
000 persons connected with the print- 
ing trades of jobs. Mr. Haggerty de- 
clared: 
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In 1929 radio took 2 cents out of the ad- 
vertising dollar. Today it takes 35 cents out 
of every advertising dollar. This gain for 
radio was due to the diversion of advertis- 
ing from newspapers, magazines, and the 
printed page to radio. 


s a result of facts disclosed by the 

Interstate Commerce Commission’s 
investigation of the radio industry, and 
material made available by the Federal 
Communications Commission, he went 
on, the printing unions would ask their 
1,800 local unions and councils and some 
15,000 publishers of newspapers, maga- 
zines, and farm periodicals to support 
them in their legislative program. The 
appeal will also go out to manufacturers 
engaged in making plates and accesso- 
ries for the printing industry. 

Mr. Haggerty said that a 2-year in- 
quiry by the FCC had revealed that 90 
per cent of the commercial programs 
on national networks were produced by 
advertising agencies. The agencies, he 
asserted, not only received commissions 
from the commercial sponsors but also 
collected commissions from the partici- 
pants on the programs. Thus, he said, 
the agencies were inclined to favor 
broadcasting as a medium of advertis- 
ing rather than newspapers or maga- 
zines which paid only one commission. 

The rapid advance of frequency 
modulation, in the opinion of the print- 
ing trades unions’ officials, said Mr. 
Haggerty, would “strike to the heart of 
newspaper advertising.” This argument, 
he said, was based on the fact that while 
commercial advertising was at present 
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fmited to 1,000 broadcasting stations, 
the spread of frequency modulation 
vould physically permit the use of 8,000 
tations, all of which would be able to 
broadcast “commercials.” 

Since frequency modulation broad- 
usting was limited to an area of no more 
than 100 miles from the broadcasting 
sation, its “commercials,” according to 
\r. Haggerty, would be confined mainly 
to local advertising. In this connection, 
he said that a large number of depart- 
ment stores had applied to the FCC for 
FM licenses, and added that if these 
were granted, the stores would un- 
doubtedly reduce their advertising in 
the local newspaper. 


y one of the pending tax bills, Mr. 

Haggerty continued, a provision ap- 
pared to levy a tax of 25 per cent on 
those stations having a gross income 
above $500,000 annually, a tax of 15 per 
ent on stations with a gross income 
oer $250,000 annually, and a tax of 
10 per cent on stations with a gross in- 
come between $100,000 and $250,000 
amually. This, he said, was one of the 
measures that would be pressed for pas- 
age in Congress by the printing unions. 

According to government figures, Mr. 
Haggerty went on, one national broad- 
wsting company, with a total original 
wash investment of $1,600,000, had paid 
dividends of $3,000,000 a year for the 
kst five years. 

Here are other government figures 
in the industry as summarized by the 
printing unions: , 

The profits of 519 commercial radio 
tations with annual income of over $25,- 
0 amounted to $18,206,715 in 1939 on 
iclaimed investment of $28,819,000; 
ut earnings of one broadcasting com- 


original investment of $3,300,000. 

Mr. Haggerty also said that the unions 
would ask Congress to restrict issuance 
if radio broadcasting licenses in the 
luture only to residents of the local 
‘mmunities in which the stations are 
to be built, 

The International Allied Printing 
tades Association comprises the Inter- 
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national Typographical Union, the Inter- 
national Printing Pressmen and Assist- 
ants Union of North America, the In- 
ternational Photo-Engravers Union, the 
International Stereotypers and Electro- 
typers Union of North America, and 
the International Brotherhood of Book- 
binders. 


* * * * 


N attempt by the public ownership 
group to move into the telephone 
field was defeated in the state of Wash- 
ington last month when a coalition of 
twenty-nine Republicans and twenty- 
seven conservative Democrats killed a 
house bill designed to permit cities to 
acquire and own telephone systems. The 
bill was urged by its sponsor as “an aid 
in persuading the telephone company to 
keep its rates down.” The opposition con- 
tended that the state regulatory commis- 
sion already has ample powers for that 
purpose. Final vote on the measure was 
56 to 38 against passage. 


* * * * 


= New York Telephone Company 
on February 18th announced it 
would file suit in the state supreme court 
against the Metropolitan Life Insurance 
Company to force the issue in a year- 
long jurisdictional union dispute, which 
has prevented installation of telephones 
in hundreds of apartments in the insur- 
ance company’s Parkchester housing de- 
velopment in the east Bronx. 

The dispute is between the United 
Telephone Organization, an independ- 
ent union of telephone company plant 
employees, and Local 3, International 
Brotherhood of Electrical Workers, af- 
filiated with the American Federation of 
Labor. The independent group contends 
that each of the 51 housing units in the 
development is a separate building, and 
that it has the right to install telephones 
when other work on each unit has been 
finished. Local 3, on the other hand, 
maintains that the whole development 
is a single project and that Local 3 mem- 
bers only may do electrical work until 
the entire project is completed. The 
right of Local 3 to have sole jurisdic- 
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tion over electrical work in unfinished 
buildings is not disputed. 
On the complaint of 550 Parkchester 


residents unable to obtain telephone 
service, the state public service commis- 
sion held a hearing on February 2nd. 
Counsel for the telephone company said 
at the hearing that it was ready “at all 
times” to install the service, but had been 
prevented from doing so by the insur- 
ance company, which feared that a strike 
of Local 3 might be provoked. 

On February 8th the telephone com- 
pany received a letter from the commis- 
sion suggesting that it resort to the 
courts to compel the insurance company 
to permit the installation. The telephone 
company on February 17th wrote to 
the commission that it would institute 
legal proceedings “without in any way 
conceding power in the commission to 
require it to do so.” (See also p. 379.) 


HE insurance company, through its 
Parkchester office, issued the fol- 
lowing statement: 


The inability of families at Parkchester to 
obtain telephone service has been a matter of 
serious concern to the Metropolitan Life In- 
surance Company. It is the result of a con- 
flict between two groups of electrical work- 
ers as to which shall do the work. The Met- 
ropolitan is in no situation to guide the con- 
duct of either group or to control the dis- 

ute. 
‘ Regarding any suit which may be brought 
and to which the Metropolitan Life Insur- 
ance Company may be a party, no comment 
can be made until the nature of the suit is 
evidenced through the serving of a com- 
plaint. 

However, the Metropolitan Company wel- 
comes any course which will resolve the dis- 
pute and provide prompt telephone service 
for families now living in Parkchester. 


Parkchester residents, it was ex- 
plained, had been able to obtain tele- 
phone service if they applied for it be- 
fore work on their apartments had been 
finished. In such cases the installation 


was made by Local 3 as a result of its 
jurisdiction over electrical work in un- 
finished buildings. 


* * * X 


ITH national defense the keynote, 
the Veteran Wireless Operators 


Association held its sixteenth annual 
dinner and “cruise” in New York last 
month at the Hotel Astor and gave yarj- 
ous medals, scrolls, and testimonials to 
high officers of the Army and Navy, 
to James Lawrence Fly, chairman of 


the Federal Communications Commis. | 


sion, and others. 

Marconi memorial medals of service 
were given to Major General J. O. Mav- 
borgne, chief signal officer of the Army, 
and to Rear Admiral Leigh Noyes, di- 
rector of naval communications. Neither 
was present. It was announced that a 
reception at the White House had forced 
a last-minute change in plans. Colonel 
J. C. Moore, signal officer of the First 
Army, and Commander Starkey of the 
Navy accepted the medals for their su- 
periors. 

The awards were in recognition of the 
first use of airplane radio communica- 
tion for artillery spotting in Army work 
by Genedal Mauborgne and for Rear 
Admiral Noyes’ work as the first com- 
munication officer of the Navy and as 
the first fleet communication officer. 

To Chairman Fly went a plaque in 
“appreciation of the splendid efforts of 
the Defense Communications Board,” 
which Mr. Fly also heads, “to assure 
that communication would be the 
nation’s first line of defense.” 






















A Marconi memorial scroll of honor§ 
was presented to Richard Nebel, radio 


aide to the signal officer, Second Corps 
Area, who, despite an attack of infantile 
paralysis at an early age, succeeded 
in becoming a highly efficient radio 
amateur. 

A similar scroll also was given to 
David Karp for “meritorious service at 
the wireless key” during the World 
War. A Marconi medal of history was 
given to George H. Clark for preserving 
records of the old “wireless” days. 

Dr, Lee de Forest, honorary president 
of the organization, spoke over the tele 
phone from his Hollywood home and 
Frank Butler, who was Dr. de Forests 
assistant in the days of 1906, spoke 
Abraham Whitee, who backed Dr. dé 
Forest in his early “wireless” days, als 
spoke. 
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Financial News 


and 
Comment 


By OWEN ELY 


Commonwealth & Southern to 
Finance Privately 


OMMONWEALTH & Southern has been 
C working for several months on the 
frst step in a broad refunding program 
for its southern properties (long de- 
fered owing to TVA). Some weeks 
ago plans were announced for retirement 
of $51,857,500 top-company debt (as- 
sumed debentures of Penn-Ohio Edison 
and Southeastern Power & Light). Cash 
was to have been raised by selling $34,- 
231,000 Georgia Power refunding 5s 
(held in the Commonwealth treasury) to 
insurance companies, together with $17,- 
000,000 10-year bank borrowings at 24 
per cent, and $6,700,000 cash from dis- 
solution of Tennessee Electric Power 
Company. 

While Commonwealth’s profit on the 
Georgia power bonds was to be paid over 
tothe subsidiary for use in construction, 
the SEC queried whether the particular 
bonds held by Commonwealth should not 
be “subordinated to the rights of the 
holders of other first mortgage bonds and 
of preferred stock outstanding in the 
ands of the public.” 

Commonwealth on February 12th pre- 
ented a new plan to the SEC for the re- 
fnancing of Georgia Power’s entire 
bonded debt, by issuance of $101,271,000 
4} per cent bonds, $13,500,000 bank 
ans, and a $14,337,319 cash contribu- 
ton by Commonwealth & Southern. The 
$80,935,000 refunding 5s now held by 
the public would be redeemed, the $34,- 
31,000 bonds held by Commonwealth 

acquired,” and other bond issues re- 
emed. As a part of the general pro- 
gram, 53,286 shares of Georgia Power 
preferred stock held by Commonwealth 
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would be canceled. Commonwealth 
would obtain an $18,671,196 increase in 
the value of its common stock equity, 
compared with its contribution of cash 
and preferred (par value), totaling $19,- 
565,919. Plant account was to be written 
down $32,448,955 by Georgia Power 
(common stock book value reduced to 
$22 per share, and preferred stock book 
value and depreciation reserve increased ). 

It was later disclosed that the Georgia 
Power 34s would be sold to 27 insurance 
companies at 1033. The decision to 
finance privately was due apparently to 
unfavorable conditions recently prevail- 
ing in the bond market, as well as a de- 
sire to consummate the financing as soon 
as possible. While the system’s financing 
in recent years has been handled mainly 
by Morgan, Stanley and Bonbright, it is 
understood that before reaching its deci- 
sion the company “shopped around” 
among other large banking houses, in ac- 
cord with the trend of SEC policies. 
While SEC approval has not yet been 
announced, the O.K. granted the issue by 
the Georgia commission, together with 
the broad revamping of the program, ap- 
pears to forecast early approval by 
Washington. 


> oa 
Liquidating Values of Holding 
Company Stocks 


TANDARD Statistics recently  esti- 
mated the liquidating values of the 
principal holding company stocks, by 
making a series of detailed comparisons 
with stocks publicly traded. The highest 
capitalization of earnings, for first-qual- 
ity common stocks, was on a 5.5 per cent 
basis (18.2 times earnings). Such a mul- 
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tiplier is considerably higher than the terest at this time owing to the SEC’; — 
maximum used in making similar calcu- suggestions that (1) the utilities should 
lations in this department (Fort- do more equity financing, and (2) that Stand: 
NIGHTLY, March 28, 1940, p. 419) and holding companies which need to raise 

the resulting values average somewhat money for system improvements may do 
higher. While from a practical viewpoint _ so by selling outlying properties. The re. 9 Unite: 
some of Standard’s estimates seem over- sults are as follows (we have omitted call 
generous, the figures are of particular in- prices) : 


e 


Unitec 
Indicated Current Ratio of - 
Liquidating Market Liquidating West 
Value* Price Value to Price : 
American Gas & Electric ........... $4.75 Pfd. 558% 
Common 142 
American Light & Traction .......... 430 *Pr 
, Common price | 
American Power & Light ............. $6 Péd. orefer 
$5 Pfd. “+S¢ 
Common ee ; i ++ p 
Amer. Water Wks. & Elec. ........... $6 Pfd. 
Common 
Columbia Gas & Electric .............. $6 Pfd. 
oper 
ref. ] 
Common UG. 
Commonwealth & Southern ........... 


Community Power & Light .......... 7 9 
Continental Gas & Elec. ............4. $7 Pfd. 5 | 
Electric Bond & Share .............44. : SEC 


Electric Power & Light ............... ; comps 


Common 3 “in 
Engineers Public Service ........ $5 Conv. Pfd. Pie 
$6 Pfd. chairr 
$5.50 Pfd. The 
Common h posed 
Federal Light & Traction ............. repre 
Common : 
General Public Utilities ............. wile. 
International Hydro-Elec. ....$3.50 Conv. Pfd. ee third, 
$2 Part. A ne ae the sj 
Middle West (Corps co visisisie:sisissciescereere Common Comp 
National Power & Light .............. $6 Pid. a 
Common § 
New England Gas & Elec. .......... $5.50 Pfd. i " and T 
New England Power Assn. .........+- $6 Pid. The 
$2 Pfd. 2th i 
Common as object 
North American Co. ......0.eeeeeeees $3 Pfd. we 
$2.874 Pfd. 
Common 
North Amer, EtG Pwri...<.ccsdsseees $6 Pfd. 
Common 
North. States Pwr. (Del.) ........... 7% Péd. 
6% Pfd. 
Class A Com. 
Philadelohia Co; ois6/5i6 veces ces oo ane 6% Pid 
$6 Pref. 
$5 Pref. 
Common 
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Standard Gas & Electric 


United Light & Railways 


United Light & Power 
United Gas Improvement 
West Penn Electric 


Class A 


280 
355 


470 

430 494 
430 500 
71 ‘ 310 

599 530 
16 177 

189 169 
189 183 
16177 104 155 


*Preferred stocks would not, of course, be entitled to liquidating value but only to the call 
price or value in liquidation; however, liquidating value indicates the margin of safety for 


preferred stockholders. 
+ Seniority basis. 
tt Preferred and Class A combined. 


7 


UGI Willing to Sell Scattered 


Properties 


HE progress of the UGI integration 

hearings now proceeding before the 
SEC are doubtless being watched with 
interest by executives of other holding 
companies, since the case represents 
something of a “blueprint” for the indus- 
ty—providing commission policies re- 
main substantially the same after a new 
chairman is elected. 

The SEC, in its tentative plan, pro- 
posed that UGI divest itself of properties 
representing about half the book value of 
the system (in market value, about one- 
third, it is estimated). It would confine 
the system to the Philadelphia Electric 
Company group of companies in adjoin- 
ing corners of Pennsylvania, Maryland, 
and Delaware. 

The company’s attorney on February 
Nth intimated that the company did not 
object to disposing of properties in Ari- 


e 


Est. Value 
Millions 


Retention permitted 
Retention doubtful 
Sale agreed on 


zona, Tennessee, Kansas, and New 
Hampshire, as well as various nonutility 
holdings, including ice properties in the 
Southwest. (As indicated in the accom- 
panying table, these properties yield little 
income.) He regarded Connecticut Light 
& Power as an “investment,” and the 
same claim was put forward for the $72,- 
300,000 stake in Public Service Corpora- 
tion of New Jersey. 

The status of Philadelphia Gas Works 
Company, which operates municipally 
owned properties under agreement with 
the city, was questioned by the SEC; the 
$41,000,000 guaranty held by the city 
and alleged inadequate maintenance may 
become issues. 


CY the following day the SEC direct- 
ed UGI to “show cause” why it 
should not immediately begin a program 
of divestment. The company would have 
a year in which to sell properties after 
entry of a final order, and this time limit 


Income 1939 
PerCent Millions PerCent 


67% $20.5 70% 
32 8.5 29 
1 i 1 
100% 29.2 100% 
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ESTIMATED VALUE OF UGI INVESTMENTS 
(Millions of Dollars) 


Retention 
Permitted 


Sale 
Probable 


Retention 
Doubtful 


Est. Value Income Est.Value Income Est. Value Income 


Subsidiaries 

Philadelphia Elec. Co.* 
Delaware Electric Power* .... 
Allentown-Beth. Gas 

Consumers Gas Co. .......... 
Philadelphia Gas Works 

Erie County Electric 

Misc, companies} 
Commonwealth Util. A&B... 


$192.0 
2 


Claimed As “Investments” 
Connecticut Lt. & Power 
Connecticut Gas & Coke 
Public Service of N. J. ........ 


Misc, Utility Investments 


$18.4 
7 


1.4 





Totals 


$224.1 


$20.5 $105.9 $8.5 $2.2 $.2 


*Gas properties, revenues from which were 9 per cent of total revenues of Philadelphia Elec- 
tic Company and 24 per cent of Delaware Power & Light Company, may have to be sold. 
tChester County Light & Power Company (a small company) may retain its electric 


e 


properties, 


wuld be extended if necessary. The 
properties named by the commission 
were those which the company had (in 
principle) consented to dispose of. While 
alittle progress was thus made, the 
integration issues remain unsettled. 

In the FortNiGHTLY, September 12, 
140 (pp. 354-6), the liquidating value 
of UGI stock was estimated at about $11 
per share, which compares with Stand- 
ard Statistics’ more recent estimate of 
$16 (see page 357) and the current mar- 
let price around 8. The accompanying 
table of principal UGI investments (re- 
ust from that in our previous article) 
may be summarized as shown above. 

It seems probable that, even if the 
poperties in question should prove 
dable at only half the values estimated 
nthe table, the company’s assets would 
sill be worth more per share than the 
present price of the common stock. The 


compared with 1940 parent earnings of 

cents a share) still provides a yield of 
" per cent, and seems to discount any 
reduction in Public Service dividends, or 
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adjustment of Philadelphia Electric de- 
preciation account. 


¥ 
Detroit Edison to Split Stock 


iy the previous issue of the Fort- 
NIGHTLY, our analysis of Detroit Edi- 
son stated that it was the highest priced 
of the principal listed light and power 
stocks, not having been split up as were 
Boston Edison and Commonwealth Edi- 
son in recent years. Shortly after that 
story went to press, announcement was 
made that stockholders would vote 
March 25th on a five-for-one split-up. 
The proposed increase would result in 
6,361,300 shares of stock outstanding 
with $20 par value. The number of De- 
troit Edison shares would then be ex- 
ceeded by only Commonwealth Edison, 
Consolidated Edison of New York, and 
Southern California Edison, among the 
important operating companies; and by 
Columbia Gas, Niagara Hudson, North 
American, and UGI in the electric-gas 
holding company list. 
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INTERIM EARNINGS PER SHARE 


End of 12-month Period 3-month Period 
939 Iner, 


Electric and Gas Companies Period 1940 1939 Incr. 1940 1 
American Gas & Elec. Consol. ....... Dec. $3.00 $2.50 20% we 
Amer. Power & Lt. (Pfd.) Consol. ... Nov. O71 S77 17 
American Water Works Consol. ...... Sept. 1.30 62 110 

Parent Co. .. Sept. 45 38 18 
Boston Edison Parent Co. Sept 2.48 D3 
Cities Service P. & L. (Pfd.) Consol... Sept. 25s es 
Commonwealth Edison Consol. ....... Sept. 236 DS 
Com. & Southern (Pfd.) Consol. ...... : : 5Q3 D2 
Consolidated Edison, N. Y. Consol. .... : ; 222 oe 
Parent Co. . a : 2.18 D5 
Cons. Gas of Baltimore Consol. ...... ; } 4.94 
Detroit Bdtson Consol. <.<o0.66.6 sis 56's Jan. E 7.68 
Elec. Bond & Share (Pfd.) Parent Co. : : 6.68 
Elec. Power & Lt. (1st Pfd.) Consol. ; : 5.63 
Parent Co. : : #1 
Engineers Public Service Consol. ..... : : 1.55 
Parent Co. . : F 61 
Federal Light & Traction Consol. .... : 4 2.64 
Inter. Hydro Elec. (Pfd.) Consol. ... : 10.66 
Long Island Lighting (Pfd.) Consol. .. ; t 5.69 
Parent Co. : 5. 5.07 
Middle West Corp. Parent Co. ........ 
National Power & Light Consol. ...... 
Parent Co. ... 
Niagara Hudson Power Consol. ...... 
North American Consol. ............ 
Nor. States Pwr. (Del.) Consol. (Cl. A) 
Pacific Gas & Electric Consol. ........ S 
Public Service Corp. of N. J. Consol. .. 
Parent Co. 
Southern California Edison Parent Co. 
Stand. Gas & Elec. (Pr. Pfd.) Consol. 
Parent Co. 
United Gas Improvement Parent Co. .. 
United Lt. & Power (Pfd.) Consol. .. 
Parent Co. 


Gas Companies 
American Light & Traction Consol. ... 
BLOOKIYN: URIORIGAS o.0.0.65.05 vsic'se'e 00s : 
Columbia Gas & Electric Consol. .... 
El Paso Natural Gas Consol. ........ 
Tcone tar Gas Consol). ..6. 25500000 5% 
Oklahoma Natural Gas Consol. ....... J 
Pacine Lighting Comsol. .....5.0660640% 
Peoples Gas Light & Coke Consol. .... 
United Gas Corp. (1st Pfd.) Consol. .. 
Parent Co. 


Telephone and Telegraph Companies 
American Tel. & Tel. Consol. ........ 
POV Ent COs 6550 C: ; 
General Telephone Consol. .......... a 2.81 
Western Whion Tels ..4....ss6 dsccw Dec. 3.46 


Systems outside United States 
Amer. & For. Pwr. (1st Pfd.) Consol. Sept. 5.53. 
Parent Co. Sept. 310 473 
Inter Tel. & Tel. Consol. (b) Sept.(a) D.08 7 


D—Deficit or decrease. 

* Estimated. . 

+ Net income for the calendar year gained 19 per cent over last year, but share earnings 
yet published. 

(a) Nine months ended September 30th. a 

(b) Exclusive of all European, Mexican, and Cable & Radiotelegraph subsidiaries. 
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What Others Think 


Experience Rating for 
Unemployment Taxes Discouraged 


ECAUSE of their record as steady 
B employers, utility companies have 
shown quite an interest in having the 
diferent states adopt laws which would 
apply the so-called “experience rating” 
principle in levying taxes for unemploy- 
ment insurance. Under the Social Se- 
curity Act, employers are entitled to 
credit offsets up to 90 per cent of 
amounts paid under approved state pro- 
grams for unemployment insurance as 
against the Federal tax that would other- 
wise be imposed upon them. 

Now it is stated on good authority 
that the Social Security Board intends 
to reommend to Congress that state 
laws which recognize the so-called “ex- 
perience rating” principle should be 
“discouraged” if not altogether pro- 
hibited. Under this principle the rate of 
taxation varies according to the actual 
labor turnover. In other words, a com- 
pany with a record for steady employ- 
ment would pay a lower tax than a com- 
pany without such a good employment 
record, 

The board objects to this principle on 
two grounds. One is that it is necessary 
to “pool” the taxes so that concerns with 
stable employment aid in taking care of 
the employees of concerns with unstable 
employment. The other is that the de- 
fense program will probably result in a 
generally smaller rate of labor turnover 
which while it is in progress would auto- 
matically relieve many companies which 
have not taken any other steps to stabi- 
lize forces. Also, the end of the defense 
work would in such case find the states 
unprepared to meet the heavy payments 
likely to be then necessary because of 
unemployment. 


Te Washington correspondent of 
Telephony, journal of the independ- 
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ent telephone industry, commenting on 
these arguments, stated in part: 


It is true that the fundamental theory of 
insurance is the pooling of risks for the 
common stability of the whole social order. 
But there is an equally fundamental theory 
of commercial insurance that the quality of 
risks should be classified so as not to burden 
a good risk unfairly with the misfortunes 
which might overtake a poor risk. That is 
why you pay less premium for the same 
amount of fire insurance on a brick house 
as compared with a frame house of com- 
parative value. Likewise, there is one pre- 
mium for a policy on an occupied house and 
another for an unoccupied house. Classifica- 
tion of risk is as old as insurance itself and 
stems from the early classification of ma- 
rine risks begun by historic Lloyd’s of 
London. 

As to the effect that the defense program 
will have on the amount of unemployment 
insurance taxes collected, the board makes 
a plausible assumption. But, after all, its 
objection in this respect runs to a question 
of fact rather than a question of principle. 
In other words, if it is found that the total 
amount of unemployment insurance taxes 
raised is not sufficient to take care of sub- 
sequent demands, an upward revision could 
be made, in proportion, on all tax-paying 
employers without sacrificing the principle 
of experience rating. Anyhow, it has yet to 
be demonstrated that the end of the defense 
program will inevitably result in widespread 
unemployment. 


The Wall Street Journal, editorially 


discussing the same conditions, attrib- 
uted to the Social 
stated : 


Security Board, 


It seems to this newspaper that the board’s 
position on this matter is illogical. In under- 
taking to “insure” against unemployment at 
all the tax rate—that is, the insurance pre- 
mium—is presumably based upon a general 
all-over “experience rating,” with reference 
to an assumed rate of turnover. If this is 
the case, why should not the tax rates be 
grouped upon the same principle? This 
would furnish a stimulus to employers to 
stabilize forces, whereas to compel all to 
pay the same rates lessens the incentive to 
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this attempt. Also it makes one insurance 
group pay for another, which is of doubt- 
ful equity. In laying taxes for “social” 
remedies it is surely better to choose a 
method of taxation which tends to lessen 
the evil for which a remedy is sought rather 
than a method which either does not lessen 
or even tends to accentuate that evil. 


B’ that as it may, the state boards are 
already following the line credited 
to the Social Security Board. Last 
month, for example, the Maryland Un- 
employment Compensation Board, re- 
porting to the Maryland legislature, 
stated : 

“Experience rating” means a system of 
employer tax rates for unemployment bene- 
fits which would vary up or down accord- 
ingly as the employer kept his workers 


steadily at work or only spasmodically at 
work. 


The board phrases its recommenda- 
tion as follows: “The enactment of ex- 
perience rating legislation is not recom- 
mended. ...” It then proceeds, however, 
to suggest the details of an experience 
rating system if the legislature decides 
upon such a system. The position is a 
subtle one. The board does not recom- 
mend against such legislation in its 
formal recommendation ; yet, in the con- 
clusion of Part II of its report, entitled 
“The General Principles of Experience 
Rating,” the following words occur: 
“Since experience rating is an inequi- 
table method of taxation, and there is 
no proof that it will substantially benefit 
the workers, it is believed that such leg- 
islation is undesirable. .. . ” 

The board may be said, then, to object 
to experience rating. Thus the board 
feels that an employer whose employing 
record is good through no special effort 
of his own, but through causes which 
he does not control, deserves no more 
consideration than one whose employ- 
ment record is not so good, through 
causes over which, again, he has no con- 


























trol. A merit system, on the other hand 
the board argues, would reward employ: 
ers whose record for steady employment 
was attributable to their own special ef. 
forts. “It would reward stabilized rathe 
than stable employment and would pe 
nalize unstabilized rather than unstabk 
employment... .” 


ut the board does not necessarily 
take its stand even for a merit rat. 


further employment stabilization. But 
the board isn’t sure that further employ- 
ment stabilization is desirable. Some 
flexibility in the labor supply, some labor 
turnover, it argues, is essential in a dy- 
namic economy. “The case for employ- 
ment stabilization under present condi- 
tions does not seem to be of sufficient 
weight to overcome the presumption 
against government interference with 
labor matters... .” 

But how can an experience rating sys- 
tem constitute a “government interfer- 
ence with labor matters”? Here is the 
core of the board’s position, and what 
may be a basic error in that position. 
For, says the board, “experience rating, 
contrary to the opinion of interested 
groups, is not a method of tax reduc- 


tion, but a form of incentive taxation. 
” , 


The Baltimore Sun, commenting edi- 
torially on the Maryland Unemployment 
Compensation Board’s position, stated 
that the true purpose of the experience 
rating system is an equitable one of re- 
lieving the employer with a good en- 
ployment record of burdens which he 
ought not equitably to carry. Whether 
his good record is due to inherent quali- 
ties of his business, The Sun feels, is be- 
side the point. The legislature is within 
its rights in rewarding the good deed 
where it finds it. 





Human Elements 


ROBABLY all forms of commercial en- 
terprise, department stores, dairies, 
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laundries, and what not, have little things 
occur from time to time in their contacts 
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with the public which might be classified 
.;“human interest” items. But it stands 
io reason that a public utility company 
which has a continuous contact with vir- 
tually every resident of the community is 
ping to have a greater amount of such 
experience. ; 

Blackwell Newhall, assistant to the 
president of the Philadelphia Gas Works 
Company, in a recent address before the 
local chapter of the American Institute 
of Banking, reviewed a number of such 
rarely publicized incidents. There were, 
of course, various acts of civic bravery 
performed by company employees: Res- 
we of fire victims and rendering cou- 
rageous aid to the police in the pursuit of 
criminals. These things the utility and 
its personnel take more or less for 
granted. 

But in a broader way Mr. Newhall 
sketched the evolution of a better public 
relations concept, based on his company’s 
actual experience with its customers. 
Some years ago, for example, the com- 
pany used to ask for deposits from every 
customer in order to insure payment of 
bills. It created some friction evidently, 
but finally the company hit upon the plan 
of classifying customers according to 
credit ratings. Since the customer earns 
his own rating according to his paying 
habits, the utility no longer bothers the 
good customers by collection efforts. 
None but the lowest credit ratings are 
asked to give a deposit. 

Incidentally, such deposits, earning 6 
per cent interest, are not a bad investment 
and the speaker recalled instances of for- 
tigners coming in and asking the utility 
to take larger sums on deposit at the same 
interest rate. 


ieee ca the Philadelphia Gas 
Works Company makes almost a mil- 
lion and a half contacts a month with the 
public. As a result of this experience, it 
has developed a low-cost financing plan 
for the sale of appliances and for loans to 
employees. It has developed a relay sys- 
tem of sending men out on service calls 
so that often they reach the house of the 
complaining customer within a few min- 
utes after the telephone call has been 


made. Here are several noteworthy de- 
tails of handling complaints mentioned 
by Mr. Newhall: 


We have found that people who telephone 
us do not like to be told to wait a minute or 
to be transferred around from one person to 
another. They like to know what is going on 
at the other end of the line, so we have in- 
stalled a 3-way switchboard. You can hear 
the first person who answers gathering the 
data from others when necessary and defi- 
nitely settling the problem in one handling. 

It’s funny how many times both the hus- 
band and wife will call in about the same 
thing, so we keep a carbon copy of the order 
at hand so as not io have more than one man 
on the same job. 

Just as your trust departments are in- 
volved in many intimate family affairs, so 
we are constantly studying home conditions 
So as to satisfy the man of the house that the 
new baby really does mean more use of hot 
water, extra washing, etc., or that the visit- 
ing relative is bound to have caused that 
slight increase in last month’s bill. Inci- 
dentally, in counting the number of people 
in the house, each servant is counted twice 
because they are not apt to be as careful in 
the use of energy. ... 

Since the utility must send someone in to 
your house each month to read the meter, a 
record of the peculiar characteristics of your 
dog is on your page in our meter reader’s 
book. We have rules for the men to avoid 
trouble with pets, but unfortunately the dogs 
don’t always know the rules. For instance, 
we had a case recently where our man rang 
the doorbell and the customer’s dog jumped 
at him right through the glass pane in the 
door. Then there was the meter reader who 
was walking through the yard towards the 
cellar when the dog next door stuck his head 
— the fence and grabbed him by the 
eg. 

Sometimes a customer will lose something 
and think our man took it. One day a lady 
was ironing and had just finished a fine pair 
of silk unmentionables. They disappeared 
about the time our man passed through on 
his way to the cellar. After calling us up in 
no uncertain terms she later came in to say 
that she had found her small dog chewing 
them up under a tree. 


“2 trend of modern life naturally 
affects the utilities. Families that 
used to heat water to do their washing 
at home now send out their laundry. 
They also eat more meals in restaurants 
and travel around in their cars in their 
spare time. The gas industry must be 
constantly on the alert to meet these 
changes in living habits. The speaker re- 
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“THE COMMISSION SAYS WE MUST PUT AN ODOR IN THE GAS 
ANYHOW—SO WHY NOT EXPERIMENT ?” 


called the great use which the industry 
made of Welsbach gas mantles in saving 
both the public and the industry from un- 
necessarily abrupt economic dislocation 
during the transitional period between 
the time when the gas industry’s load was 
principally illumination, to the time when 
Edison’s incandescent lamp took over the 
illumination field for the electric indus- 
try. By that time the gas industry had 
passed on to fields of specialized heating. 
Mr. Newhall stated : 
. .. As late as 1920 the lighting load was 
still 20 per cent of the gas business through- 
out the country, . . . but today in our city, 
gas street lighting is only 2 per cent while 
industrial and commercial uses are past the 
21 per cent mark and growing fast. Nat- 
urally, it was not so easy to convert the 
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housewife from the coal stove, but three 
times we were helped by the human factors 
of one of our competitors; namely, the coal 
strikes of 1902, 1912, and 1925. These helped 
to establish the gas range. Now the home 
load is two-thirds of the business and is be- 
ing helped by the 24-hour-a-day load of the 
gas refrigerator, of which there are almost 
44,000 in use in Philadelphia. House heat- 
ing is about 10 per cent of the business and 
is expanding rapidly because many of the 
small income class houses are now using it. 
The present rates for house heating are half 
what they were in 1928. 


With respect to gas used for house 
heating, Mr. Newhall’s company even- 
tually found that it was easier on the cus- 
tomers to arrange for them to pay their 
bills in 10 equal instalments instead of 
the pay-as-you-go principle of the usual 
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monthly billing for utility service. The 
company decided on this policy in view 
of the fact that during the month of Jan- 
wary the average consumption is 21 per 
cent of the whole heating season, which 
is particularly bad coming right after 
Christmas when most householders are 
fnancially bent, if not actually “broke.” 
This budget payment plan has proven a 
welcome and popular innovation. 


HE company also has a policy that 
j fet employee is a public relations 
department all by himself. When han- 
ding a problem in his own field he is 
given full power to complete it and is ex- 
pected to do so in such a manner that he 
would be proud to see his method written 
up in the newspapers. 

In connection with distribution, many 
people do not realize that so much of the 
gas plant is underground pipe—over 50 
per cent of the value of the whole gas 
system. Recent improvements in methods 
include driving the service pipe through 
from the cellar out to the main in the 
street, instead of digging a trench across 
the customer’s lawn and sidewalk. The 


pipe fitter simply holds an air hammer 
against the end of the pipe and, sure 
enough, it pushes along until it shows up 
out in the trench where the main passes 
down the street. 

Even possible war-time defense condi- 
tions have not been overlooked by the gas 
companies. Already experience in Eng- 
land has shown the value of installing a 
system of segregation valves, so that in 
case of bombardment, explosions, or 
other accidental ignition of gas in the city 
streets, repairmen, working in a ditch a 
few feet away from the disturbance, can 
get the gas shut off before the fire does 
further damage. 

In general, Mr. Newhall’s address in- 
dicated that a utility which is alert to its 
social responsibilities can draw much that 
is of value, for purposes of perfecting 
its operating practices, from the study of 
its contacts with the customer, together 
with a true appraisal of passing events. 

—M. M. 


HuMAN ELEMENTS OF THE PuBLic UTILITY 
Business. Address by Blackwell Newhall 
before Philadelphia Chapter, American In- 
stitute of Banking. January 22, 1941. 





A Statistical Report on REA Projects 


ARLY in February the Department of 

Agriculture issued financial and op- 
erating statistics of REA codperatives. 
This report is the first comprehensive 
publication of operating data, income, 
and debt service statements, etc. It cov- 
ets approximately 700 borrowers, al- 
though complete statistics do not appear 
for that number, since many of them 
were not in operation during the period 
covered by the report—up to September 
30, 1940. 
Accompanying this text is a compila- 
tion made from the report by this review- 
er, showing the total of allotments by 
states, the amounts allotted for generat- 
ing plants, miles of line energized and 
under construction, and number of con- 
sumers connected. The report also shows 
the gross revenue per mile of line and 
average kilowatt-hour consumption dur- 


ing the month of September in 1938, 
1939, and 1940. 

Another table in the report shows for 
each borrower the total revenue for the 
year ended June 30, 1940, and for the 
succeeding three months; operating ex- 
penses; and net revenue available for 
payment of interest and principal. A 
third table shows the borrowers who 
were delinquent for thirty days or more 
in payments due for interest and princi- 

al. 

Only 26 borrowers were in arrears 
on October 31, 1940, on loans for line 
construction or generating plants ; and 10 
were in arrears on loans for wiring and 
plumbing installations. 


I‘ addition to the tables, there is a short 
preface which contains the following 
paragraph : 
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REA LOANS, MILES OF LINE ENERGIZED, CONSUMERS CONNECTED 


(As of September 30, 1940) 

Amount Allotted Miles of Line 
Construction, Generating Under — Consumers 
Working Cap. Plants No. Energized Constr. Connected 

6,914 91 
291 160 
6,242,000 ~ 6,173 340 
1,701,500 1,440 set 
gs 2,824 
837 
1,747 
15,453 
1,906 
14,197 
17,164 
19,471,128 16,208 
7,402,651 


10,303,558 
24,149,200 
557,000 
711,000 
6,942,800 
4,681,700 


,000 
12,226,800 


, , 


Totals .... $304,369,931 $8,457,000 39 249,930 19,168 613,720 








No allotments in Connecticut, Massachusetts, or Rhode Island. In New York, $1,745,000 al- 
lotted to New York State Gas & Electric Corporation ; miles energized and consumers connected 


not reported. 


7 


As the REA-financed systems are young RFC and the REA and between divisions in 
and dynamic, the data shown are subject to the REA. New mileage is being energized 
numerous qualifications and should be inter- at a rapid rate. This new mileage materially 
preted in light of all related economic fac- affects operating and income relationships. 
tors. Allotments and advances are being Seasoned mileage will show consumers, con- 
made daily, new notes are being written, sumption, and revenue per mile several times 
items are continually in transit between the comparable data for newly energized mile- 
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age. Thus when a system adds mileage equal 
to 20 per cent of existing mileage, systems 
averages will often be materially reduced. 
Furthermore, averages on systems where the 
weighted average age based on the dates of 
energization of the miles in operation is low 
will fall far below comparable averages for 
the system after it has matured. As the 
weighted average age of all REA-financed 
systems is Only 1.2 years the systems are all 
subject to the qualification that age will 
bring marked increases in consumers, con- 
sumption, and revenues as well as in other 
operating, income, and expense items. 


It is interesting to note the relative 
density of consumers per mile of line on 
the different projects. It would take quite 
abit of figuring and balancing to obtain 
any kind of an over-all average. Besides, 
such an over-all average would not be re- 
liable because REA cooperatives are not 
operated on an over-all average basis. 
However, there are quite a few where the 
number of customers connected per mile 
runs even less than two. In Alabama, for 
example, out of 15 codperatives report- 
ing for September, 1940, one averaged 
7.5 customers per mile, one averaged 6.4 
per mile, and one averaged 4.3 per mile. 
Eight averaged less than 2 customers per 
mile, while the remaining 4 averaged a 
little more than 2 per mile. There are 
some states where the averages are much 
higher, such as in Indiana, and some 
states were lower. Alabama seems to be 
about par. 


1. report does not give any com- 
parison between the number of 
farms actually served by REA as of any 
given date, compared with the farms 
served by private industry. Roughly 
speaking, this comparison is probably 
somewhere in the neighborhood of little 
more than half a million REA customers 
and a little more than a million and a half 
tural customers of private power com- 
panies. Perhaps the fact that REA pro- 
motion is still in such an active state was 


the reason for omitting such comparative 
figures for the immediate present. 

With respect to the ultimate objective 
of the rural electrification movement in 
the United States, it would also be quite 
enlightening if the REA could make 
some sort of a declaration of policy as to 
whether it ever seriously intends to pro- 
mote electrification of farms having 
dwellings of less value than $500. 

The administration has referred to the 
“6,000,000” farms in the United States, 
but the private industry has adopted a 
distinction derived from former census 
figures of the Department of Agriculture 
to the effect that the electrification of 
rural dwellings having a total value of 
less than $500 is scarcely feasible. If that 
distinction is valid, then there are prob- 
ably not more than 4,000,000 farms in the 
United States which we can ever reason- 
ably expect to be electrified—aside from 
the proportion of farm increases with the 
succeeding years. 

And if 2,000,000 out of 4,000,000 
feasible farms are now electrified, then 
the job is half done. Maybe this is the 
wrong way of looking at it, but the as- 
sumption that it would be unwise to in- 
stall an electric system in dwellings which 
are virtually shacks would seem to have 
some elements of plausibility. A policy 
discussion along this line, buttressed by 
authoritative statistics from the REA, 
would be most enlightening. However, 
as far as the report reviewed above goes 
(and it goes further than any report 
previously published), it appears to be a 
frank and thorough statistical examina- 
tion of progress being made by the Rural 
Electrification Administration. 
FINANCIAL AND OPERATING STATISTICS OF ALL 

Systems To WHIcH REA Hap Mape At- 

LOTMENTS As OF SEPTEMBER 30, 1940. United 


States Department of Agriculture, Rural 
ene, Administration, Washington, 





| A Textbook on Regulatory Enforcement 


HERE are a number of anecdotes 
among lawyers about a certain pro- 
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fessor in an eastern university law school 
who was nicknamed “Hardway.” This 
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Courtesy, Des Moines Tribune 


“AIN’T NO USE LETTIN’ HIM MELT, ELECTRICITY 
IS CHEAP IN DES MOINES” 


was because he made an annual practice 
of telling his senior class—a few days be- 
fore graduation—something like this: “I 
suppose now you think you know all the 
law. You'll soon find out that you know 
none of it. All you have learned is a fair- 
ly good idea of what to look for and 
where to look for it. The rest you will 
have to find out the hard way.” 

Courses on practice and procedure 
which have multiplied in our law schools 
during the last three decades have elimi- 
nated, to some extent, the embarrassment 
of the legal neophyte who used to pass 
into actual practice without ever really 
seeing a court docket—often without 
knowing the exact difference between a 
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marshal, a clerk, and a bondsman. Stu- 
dents are now trained, before admission, 
in drawing and filing legal papers and in 
finding their way through the mysterious 
jungle of records which clutter up the 
courthouse files. 

The specialty of utility regulation has 
not yet had its legal pathways paved so 
smoothly. The embryonic specialist 
must find his way around the public serv- 
ice commission the “hard way.” For 
this reason a recent volume by Gilbert 
Gillespie Lentz, entitled “The Enforce- 
ment of the Orders of State Public Serv- 
ice Commissions,” should prove to be a 
welcome contribution to the regulatory 
bar, both young and veteran. As the title 
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implies, Mr. Lentz’s book is not a hand- 
book of regulatory procedure. But it 
does cover the relatively little known area 
of regulatory enforcement. 


ment is a most difficult aspect of 
regulatory practice for the simple reason 
that the independent regulatory commis- 
sion is definitely sui generis. It is like a 
court in some respects, quite unlike it in 
others, and has a number of characteris- 
tics of its own, such as its general disre- 
gard for the conventional rules of 
evidence. 

It is easy enough for the average 
lawyer to get before a public service com- 
mission by filling out the usually pre- 
scribed forms for applying for a certifi- 
cate of convenience and necessity, or for 
authority to issue securities, or for other 
matters under the commission’s jurisdic- 
tion. But after that he is up against a 
host of new questions: 

Who represents the commission? 
What can the commission do to his client 
ifthe latter fails to comply with an order? 
Has the commission the right to punish 
for contempt and has it any direct pow- 
ers to enforce its orders? When and to 
what tribunal: should an “appeal” be 
taken from commission orders—when a 
“review”? Obviously, these questions 
would get different answers in different 
states, but Mr. Lentz’s volume covers 
that. 

Following two introductory chapters 
on the problems and early history of reg- 
ulatory enforcement, the author has a 
chapter on “fines and penalties.” It 
would appear from this that where com- 
mission orders have been given the ef- 
fect of law, the violators of these orders 
may be subjected to fines and penalties 
prescribed by the legislature. Such pen- 
alties may affect officers and agents, as 
well as utility corporations, and imprison- 
ment may be a part of the sentence. How- 
ever, with but few exceptions, the appli- 
cation for penalties must be left for court 
enforcement. The commission, or attor- 
ney general at the request of the commis- 
sion, usually institutes the suit to collect 
the penalties. This chapter also covers the 


A™. this area of regulatory enforce- 


question of excessive penalties, proce- 
dure in action to recover penalties, civil 
liability for failure to comply with 
orders, and reparation orders. 


LD ige “Actions to Compel Compli- 
ance” (Chapter IV), the author 
discusses various state laws authorizing 
mandamus and injunction, the absence of 
power to issue judicial writs, and the gen- 
eral use of mandamus and injunction as 
a matter of regulatory enforcement. The 
author observes that the practice of the 
commissions in instituting suit for man- 
damus or injunction varies widely be- 
tween states (page 62). He also notes 
that “there is an inverse ratio between 
the number of suits brought by the utili- 
ties to review a commission order and 
the number of suits brought by the com- 
missions to enforce the orders. If the 
utilities make frequent use of their right 
to have the commission order reviewed, 
there is removed the necessity for most 
of the suits to enforce.” 

There is a separate chapter on the 
“Power to Punish for Contempt.” Com- 
missions usually have no inherent power 
to punish for contempt but the statutes 
in most cases have either granted this 
power to them or to the courts in con- 
tempt proceedings instituted by the com- 
mission. It is a power used chiefly to 
compel testimony before the commission 
or to punish contumacy in the presence 
of the commission and not as a remedy 
for general enforcement of the commis- 
sion’s orders. 

The author includes a special chapter 
on the direct powers of enforcement by 
four state commissions which, on ac- 
count of their constitutional position, en- 
joy greater use of direct enforcement 
authority. The commissions analyzed are 
the California Railroad Commission, the 
Oklahoma Corporation Commission, the 
Louisiana Public Service Commission, 
and the Virginia State Corporation 
Commission. 


HERE is a chapter on “Prosecuting 
Officers and Agencies,” which lists 
all of the states with respect to the re- 
sponsibility for enforcement and repre- 
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senting the commission. In some states 
there is a commission counsel; in others 
a commission “attorney” ; and sometimes 
an assistant to the state attorney general 
is assigned to be the commission’s legal 
officer. In the chapter on “Administrative 
and Review Procedure,” Mr. Lentz gives 
us some valuable information on actual 
practice in different states. Sometimes 
the regulatory statutes govern; some- 
times case precedent. Such matters as 
hearings, notice, and subpoenas duces 
tecum are covered. Also rehearings and 
procedure on review of orders. A list of 
the proper appellate courts in each state 
for appeals from state commission 


orders is included (pages 130 and 131), 

In his concluding chapter, Mr. Lentz 
summarizes and volunteers some discus- 
sion of the problems of administrative 
law raised in the so-called Logan-Walter 
bill recently passed by Congress and ve- 
toed by the President. Besides generous 
footnote references, the book contains a 
complete bibliography, an index of cases, 
and a subject index. 

—F. X. W. 


THe ENFORCEMENT OF THE ORDERS OF STATE 
Pusiic Service ComMIssions. By Gilbert 
Gillespie Lentz. University of Illinois Press, 
Urbana, Ill. Price $2, clothbound,; $1.50, 
paperbound. October, 1940. 





Notes on Recent Publications 


BATTLE oF THE Hortsnor. By Frank J. Taylor. 
Lb Saturday Evening Post. November 16, 


DEATH SENTENCES FoR Pustic Utiriry Hotp- 
inc Companies. By James Forrester Davi- 
son. 8 George Washington Law Review 
1148. June, 1940. 


Directory OF ELectric GENERATING PLANTs. 
Federal Power Commission, Washington, 
D. C. Price $1. (Includes new 27 by 42 
inch map, printed in 10 colors, of “Princi- 
pal Electric Generating Plants and Trans- 
mission Lines of the United States.”) 

The commission also announced the is- 
suance of a new large wall-size map, 44 by 
7 feet, also in 10 colors, of the “Principal 
Generating Plants and Transmission Lines 
of the United States,” which will be sold 
at $2.50 unmounted, and $5 mounted on linen. 
A copy of the directory will be included 
with each map. 

The new directory lists all electric utility 
generating plants in the United States of 
1,000 kilowatts or more of installed capacity, 
and classifies them by age and by size. The 
aggregate capacity of these plants, 1,922 in 
number, is 39,503,445 kilowatts, and com- 
prises more than 98 per cent of the country’s 
total central station capacity. The 126,000,- 
000,000 kilowatt hours generated by these 
plants in 1939 represented 99 per cent of the 
total electric energy generated by all elec- 
tric utility plants in that year. 


Execrric Utinity Map or InpraNnA. Made by 
engineering department of the Indiana Pub- 
lic Service Commission. In blueprint form, 
42 by 72 inches. Published by H. Lieber 
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Company, Indianapolis, Indiana. Price $1.25, 
plus postage. 

This map, completed January 1, 1941, by 
the engineering department of the state of 
Indiana, shows all the electric transmission 
lines within the Hoosier state. It was origi- 
nally a tracing from which blueprints, 42 
inches by 72 inches, can be made. These are 
obtainable at the price listed above. In addi- 
tion, the commission has had printed a 
limited number of black and white copies 
in a smaller size, 21 inches by 36 inches. 
While they last, these are available for free 
distribution by addressing the Engineering 
Department, Public Service Commission, 
State of Indiana, Indianapolis, Indiana. 


FEDERAL EMINENT DoMAIN Power IN THE DE- 
VELOPMENT OF WATER Projects. 50 The Yale 
Law Journal 668. February, 1941. 


Tue Ittrnors Supreme Court AND UTILITY 
Rates. By Robert W. Bergstrom, 18 Chi- 
cago-Kent Law Review 279. June, 1940. 


THe Pustic Service CoMMISSION oF WIS- 
consin: A Stupy In ADMINISTRATIVE Pro- 
CEDURE. By Wallace Mendelson. 1940 Wis- 
consin Law Review 503. July, 1940. 


RECAPITALIZATION UNDER SECTION 11 (e) OF 
THE Pusiic Urtitiry Hortprnc CoMPANY 
Act. Community Power & Light Co, 
Holding Company Act Release Nos. 1803, 
1804, Nov. 27, 1939. 49 The Yale Law Jour- 
nal 1297. May, 1940. 


REGULATION OF WATER CARRIERS BY THE IN- 
TERSTATE COMMERCE Commission. 50 The 
Yale Law Journal 654. February, 1941. 
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The March of 
Events 


SEC Suggests Sale 


ucH of the capital needed for expansion 
M of electric power facilities for defense 
needs could be provided through sale to the 
public of utility holding company assets, ac- 
cording to Securities and Exchange Commis- 
sion officials, Such assets would be those which 
aholding company could not retain under the 
so-called “death sentence” of the Utility Act 
of 1935, including stocks of certain subsidiary 
operating companies. 

SEC officials believe that the stocks of “scat- 
tered” operating companies which many hold- 
ing companies may dispose of under the “death 
sentence” can be sold to the public at good 
prices. The funds derived from such sale 
then could be invested by the holding company 
in the stocks of its “primary” companies. 
The latter companies, those which would com- 
prise the primary “integrated” system of the 
holding company, would acquire the money by 
sale of additional stock to the parent holding 
company to finance expansion. 

Certain portfolio securities, or “invest- 
ments,” of still other holding companies might 
be sold for the same purpose, according to the 
commission’s view. 


Frank Named to Judgeship 


—- Roosevelt on February 13th nomi- 
nated Jerome N. Frank, chairman of the 
Securities and Exchange Commission since 
1939 and a member of the commission since 
1937, to be a judge of the United States Cir- 
cuit Court of Appeals in the second district, 
which embraces New York, Vermont, and 
Connecticut. Mr. Frank is the second member 
of the SEC to be appointed to the bench. Mr. 
Roosevelt in 1939 appointed William O. Doug- 
las, SEC chairman, as associate Justice of the 
Supreme Court. 

If Mr. Frank is confirmed by the Senate he 
will succeed Robert P. Patterson, who left the 
bench last year. 


Reports Power Shortage 


Sepia of Interior Ickes recently said that 
the nation faced a potential shortage of 
power for national defense purposes and that 
already there was a shortage in the Pacific 
Northwest. To meet the latter, he said, the 
Reclamation Bureau would hasten efforts to 
bring the vast western Federal power products 
into capacity use. He said the Budget Bureau 
had been asked for certain funds to accelerate 
work and which would triple present produc- 
tion. 

Specifically, Ickes said, the Budget Bureau 
had been asked to increase the prospective ap- 
propriation of $20,000,000 for a stand-by steam 
plant in the California Central Valley project 
to $37,000,000. The Defense Commission, he 
added, had asked Congress for an additional 
$60,000,000 to build more dams and power 
plants to meet demands from private indus- 
tries, including the Aluminum Company of 
America. Ickes stated: 

“Skyrocketing power demands have made 
mandatory a wholesale expansion of the pro- 
duction program. We are definitely in a race 
between mounting demands for power and our 
ability to produce it. Steps taken two or three 
years ago now permit us to keep the lines hot 
under unprecedented drains, but we are in a 
struggle to prevent a repetition of the involun- 
tary blackouts of the last war. National power 
consumption is going up and toward an un- 
known peak with defense demands not yet at 
a crest. 

“Today’s necessities make Federal power 
production plans of eight years ago, which 
then were attacked as fantastic, now appear 
conservative.” 

President Roosevelt on February 13th asked 
Congress for an additional appropriation of 
$10,000,000 for the Tennessee Valley Au- 
thority. The supplemental appropriation, re- 
quested by the President in a letter to the 
Senate, would be added to the $69,800,000, 
recommended by the Budget Bureau. 


* 
Alabama 


Resists State Use Tax 


Fz Alabama Power Company recently re- 
sisted a state use tax on the ground elec- 
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tricity is tangible personal property. In a case 
before Montgomery Circuit Judge Walter B. 
Jones, the utility asked that it be relieved of 
paying the use tax on certain machinery pur- 
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chased out of the state, which is being used in 
the manufacture or processing of electricity. 

The state contends electricity is not tangible 
personal property and held the power company 
should pay the 2 per cent levy. The amount of 
tax involved in the test case was $7,000. 


Plant Sale Proposed 


HE Alabama Power Company last month 
applied for state public service commis- 
sion authority to sell its steam-generating plant 
at Magazine Point to the Southern Kraft 


Corporation at a price of $1,750,000, agreed to 
by the companies. 

One of the reasons given for the proposed 
sale was that developments of methods of 
using waste heat for generating power had 
made the plant’s full output unnecessary for 
oo of the Kraft Company’s paper 
mill. 

The power company said the facility was not 
required to serve any other customers, and 
that a new plant under construction at Chick- 
asaw would “adequately supply” other users 
in the Mobile area. 


Arizona 


Water Authority Bill Debated 


ih ang and opponents aired their views 
on the proposed Arizona Water and Power 
Authority bill at a lengthy hearing held on 
February 18th by the legislative committees 
on agriculture and irrigation. 

Provisions of the lengthy measure, which 
was pending in the state house and senate, 
were explained and debated to some extent. 
Governor Sidney P. Osborn, who has en- 
dorsed the measure, was present at the ses- 
sion, 

Administration leaders, M. J. Dougherty, 
Phoenix attorney, and James B. Girand, 
Phoenix engineer, urged passage of the law as 
a move toward establishing the state on a 
sound economic basis. Opposition was voiced 
by representatives of the Salt River Valley 
Water Users’ Association and Charles Reid of 
Casa Grande, an attorney. Dan C. McKinney, 
chairman of the Democratic state central com- 
mittee, led the proponents. Gregg Scott, at- 
torney for the Water Users, was the chief 
spokesman for the opposition. He pointed out 
that efforts should be made first to determine 
whether proposed projects of the authority, 


which were not listed, were economically 
feasible. 

He explained the experiences of the Wa- 
ter Users in attempts to bring cheap power 
to the Salt River valley by a power line from 
Boulder dam, but asserted “it was uneco- 
nomical” and that it was “cheaper to build a 
steam plant.” 


Plan Power Survey 


POWER survey of Arizona will be made by 

the Federal Power Commission, Senator 
Ernest W. McFarland announced recently. In 
a telegram from Washington, the junior Sena- 
tor said the survey would cover power re- 
quirements “projected ahead until 1960.” 

Analysis of the “actual cost of electric serv- 
ice in Arizona compared with reasonable cost 
standards for service in the type of territory 
a would be made, Senator McFarland 
said. 

“The possibility of accelerated growth in the 
use of power as a stimulus to the develop- 
ment of Arizona resources” would be sur- 
veyed, he added, and preliminary reports is- 
sued, 


Arkansas 


Discuss Power Loads 


Boye ecsecame by Rural Electrification Ad- 
ministration codperatives to increase the 
use of electricity which in turn will reduce 
the wholesale power bill of the codperatives, 
and methods of reducing operating costs which 
in turn will benefit the codperatives, were dis- 
cussed at a recent meeting of REA superin- 
tendents and coordinators at Little Rock, 
Arkansas. 

T. J. Robertson, Jonesboro, superintendent 
of the Craighead codperative, told how his 
organization had reduced monthly operating 
expenses $610 by teaching members to read 


their own meters and make out their own bills. 
The first month the plan was attempted, only 
65 per cent of the members were able to read 
their meters correctly. Now, he said, 92 per 
cent of the members are sending in accurate 
meter readings. 

E. E. Karns, Washington, regional chief of 
the division of applications and loans of the 
Rural Electrification Administration, told the 
superintendents the 793 farmer cooperatives 
to whom REA loans had been made on Sep- 
tember 30, 1940, were 17 per cent ahead of 
schedule on repayments. ; 

Total loans from REA to the cooperatives 
amounted to $360,000,000. 
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Bill Proposes Gas Purchase 


UTHORITY would be granted to cities to sell 
A revenue bonds to purchase natural gas 
production, distribution, and generating sys- 
tems under a bill introduced in the state senate 
last month by Senator Abington of Beebe. The 
bill was similar to one proposed by the Little 
Rock city council to enable it to buy the Little 
Rock properties of the Arkansas Louisiana 
Gas Company. Senator Abington said his bill 
applied to no particular city 

Similar in wording to pry 131 of 1933 under 


which Little Rock purchased properties of the 
Arkansas Water Company, the bill would per- 
mit the issuance of revenue bonds, at not to 
exceed 6 per cent, maturing within forty years. 
The bonds would constitute a statutory lien 
upon the property acquired and revenues from 
the gas system would be pledged to amortize 
the bonds. Bonds could not be sold at less than 
90 cents on the dollar. 

The bonds would not constitute an indebted- 
ness on the municipality acquiring the sys- 
tem. Rates for service would be great enough 
to retire the bonds. 


California 


Clash over PG&E Franchises 


BY recent special ordinances, the Pacific Gas 
and Electric Company was granted new 
franchises authorizing it to continue operations 
in San Francisco and the city of Alameda for 
an indeterminate period. 

And two proceedings, through which the 
company sought state railroad commission ap- 
proval for the exercise of those franchises, 
produced a sharp split in the commission—for 
the first time in months. The approval was 
granted by a vote of 3 to 2, but with Franck 
Havenner, former Congressman and newest 
member of the commission, and Commissioner 
Ray C. Wakefield dissenting. 

In the San Francisco case, the company paid 

$200,000 for a franchise covering the mainte- 
nance of facilities for the distribution of gas, 
$200,000 for a franchise covering distribution 
of electricity. The company has operated for 
years under franchises derived from the state 
Constitution. Havenner argued that the com- 
mission should have withheld action until a 
fixed policy as to proper payments for fran- 
chises is adopted. He urged that action be 
deferred pending receipt and analysis of the 
leasing agreement between the city and PG&E 
by the commission. 

Wakefield took special exception to prices 
paid for the franchises and the method by 
which they were fixed. 

The city’s annual net income from municipal 
distribution of electric power was recently set 
at $2,671,584—a boost of $162, 319 over pre- 
vious estimates. The latest revision of esti- 
mated revenues, Mayor Rossi announced, 
“virtually concluded” his negotiations with 
PG&E officials over lease of the company’s fa- 
cilities for city distribution of power. 


Power for Defense 


EARING a shortage of electric power for 
national defense industries in northern and 
central California, the Federal Power Com- 
mission in Washington on February 20th un- 
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leashed the Pacific Gas and Electric Company 
and gave it authority to go ahead with con- 
struction of a $30,000,000 Feather river proj- 
ect. 

The project calls for the construction of two 
hydroelectric plants on the north fork of the 
Feather river. They will be located about 30 
miles from Oroville, on points of the river 
known as Pulga and Cresta. The company has 
estimated that the plants will cost $22,000,000, 
that $7,000,000 will be spent on transmission 
lines, and that they will be among the largest 
plants of the PG&E system. 

Last major step in a $50,000,000 construc- 
tion program started two years ago, the project 
will produce a total of 203,000 horsepower. 
Company officials declared the system, with 
the addition of these two plants, would be able 
to meet any power requirements for that re- 
gion until the spring of 1945. 

Under terms of the construction and oper- 
ation license issued by the Federal Power 
Commission, the company was directed to start 
work on the Cresta development in one month 
and to complete it by January 1, 1943, accord- 
ing to press reports. The Pulga plant is to be 
— in six months and completed by July 1, 

943. 

The commission declared that in the event 
of failure to expedite construction, “the com- 
mission may intercede and take such steps as it 
deems necessary to insure completion of the 
project.” 

It was considered imperative by the com- 
mission to license the Feather river construc- 
tion because of existing uncertainties as to 
when the Shasta dam power plant of the Cen- 
tral Valley water project would be able to sup- 
ply its share of the power load in the area. 


Bus Vote Called 


HE Fresno city commission recently de- 
cided to ask voters at the April 14th 
municipal election to decide the question of 
voting $225,000 in bonds with which the com- 
mission may acquire the privately owned bus 
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lines and operate them as a municipal utility. undecided whether such a utility would be f- 
The decision was based upon a desire to nancially successful and pending further study 

avoid the cost of a special election at a later no action toward use of the bonds, if they are 

date, should the commission’s study of the voted, would be attempted. 

transportation conditions lead to a decision Commissioners said that if the bonds are 

that it would be financially feasible for the voted and it is found to be impracticable for 

city to enter into the transportation business. the city to enter into the bus business, they 
Tentatively, the commission was said to be __ will ask voters to rescind their mandate. 


ban 
Georgia 

Commission Salaries Cut The pay of the commission chairman, Wal- 
ter McDonald, likewise was reduced from 

Cy of the last of the administration-spon- $5,300 to $5,000 per year. 
sored bills to come before the state senate The state commission bill was tagged 
passed unanimously on February 18th when among the economy measures and originally 
senators voted to reduce the pay of public called for a $1,200 decrease. The decrease was 


service commissioners from $4,800 to $4,000 lightened to $800 after a conference with mem- 
per year. bers of the commission. 


& 


Iowa 
No REA Tax Voted by Senate lines will be taxed as the Iowa law provides 


for codperative ventures of the kind, unless 
_ Iowa senate on February 18th voted to the next legislature extends the tax relief over 
encourage electrification of Iowa farms by more time. 
a 2-year exemption of Rural Electrification The method provided by the statutes for 
Administration lines from property taxation. coOperatives is to tax the subscribers the value 
The bill, passed by the senate without dissent- of the lines according to the share of the sub- 
ing vote, had yet to receive approval of the  scriber in the codperative. The revised bill, it 
house. was said, would not exempt the generators 
Beginning as a proposal to tax REA plants at Pocahontas and Hampton, for which the 
and lines by a one per cent gross receipts tax association will be liable for property tax dur- 
instead of property tax, the bill ended up as ing the period. Neither does it exempt the 
one to exempt the transmission lines from subscribers from paying the regular state 2 
property tax which would otherwise be pay- per cent sales tax on electric energy to which 
able in 1942 and 1943. After that time the they would have been subject in any event. 


¥ 


Kentucky 


TVA Bill Wins Backing thority to contract for TVA current under 
existing statutes defining their powers to ac- 


A to enable Kentucky cities to acquire quire utilities. The state public service com- 
TVA power was recently reported to be mission has directed its chief consultant, Hugh 
the first proposal for 1942 legislation that has Bearden, to make a close survey and analysis 
engaged the active interest of official Frank- of TVA legislation passed by various southern 
fort. states. Governor Keen Johnson declined to 

The administration’s interest was caught make specific commitments, but he is known to 
first when the court of appeals on December favor a TVA enabling act if one can be worked 
20th held that Kentucky cities are without au- out to the satisfaction of all parties concerned. 


Bh 
Louisiana 


mp M Leesville with power was signed last month 
Ca 4 akes Power Deal by Army men and executives of the Louisiana 


Ava to supply the Army’s huge Camp Power & Light Company. 
Polk mechanized division cantonment at The Camp Polk power contract was the 
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THE MARCH OF EVENTS 


second signed by the War Department with the 
Louisiana utilities concern whose huge inter- 
connected system of power lines already brings 
“power for defense” to Camp Livingston and 
Camp Claiborne, giant cantonments in the 
Alexandria area. 

The electric power extension to Camp Polk 


will require construction of 66 miles of 46,000- 
volt line from the recently completed substa- 
tion at Beaver Creek, near Camp Livingston, 
north of Alexandria. An added task in the 
Army contract is the installation of a 5,000- 
KVA substation near Camp Polk to step down 
the line voltage to the cantonment’s needs. 


Michigan 


Detroit Gas Quiz 


eee maneuvering has complicated the 
procedure on the Detroit gas rate inves- 
tigation approved last month by the Michigan 
house of representatives. The investigation 
was obtained on motion of a representative 
from Wayne county, who was unable to get 
his formal resolution for an investigation out 
of committee. During a routine session he 
moved that the speaker appoint three members 
to investigate Detroit gas rates, service 
charges, and penalties. This was approved be- 
fore some house members discovered that the 


author of the motion had by-passed the house 
rules committee to win his point. Shortly 
thereafter a surprise motion from the opposi- 
tion instructing the speaker of the house to 
defer appointment of the investigating com- 
mittee was also carried. 

This delays further progress on the investi- 
gation until the Michigan Public Service Com- 
mission concludes and reports on its rehearing 
of the Detroit gas rate case, which may run 
through the better part of March. Hearings 
were scheduled to begin March 3rd. Detroit 
votes on April 7th on a municipal gas plant 
proposal. 


Nebraska 


May Acquire Utilities 


U NDER two new laws which were recently 
passed and approved by the governor, 
Nebraska cities and villages alike may acquire 
any utility system located within their bound- 
aries by right of eminent domain and issu- 
ance of revenue bonds. This power previously 
had been limited only to cities of the first class 
and could be used only in purchase of power 
plants and systems. 

The law now provides any city or village, if 
authorized by a majority of the voters, can 
appropriate any waterworks, waterworks sys- 
tem, gas plant, electric light or power plant, 
heating plant, or street railway system. It pro- 
vides further that even though a franchise for 
construction and operation of any such plant or 


system has not expired the town may take 
over if the voters approve. 


Power Rates Slashed 


HE Fremont city council last month ap- 

proved a lowered electric rate schedule 
designed to save Fremont consumers $19,000 
a year and give the city what are claimed to 
be the lowest rates in the state. 

The residential rate was cut 10.5 per cent, 
giving users 67 kilowatt hours for $1.90, com- 
pared with the 50 kilowatt hours supplied 
previously. In the commercial bracket, 3 cents 
will be charged for the first 250 kilowatt hours, 
2 cents for the next 75 kilowatt hours, and 14 
cents for all above that. 

Fremont’s power plant is municipally owned. 


Ohio 


Industrial Rates Cut 


es industrial power rates which will save 
200 Toledo industries about $225,000 an- 
nually were granted by the Toledo Edison 
Company recently. Following negotiations of 
a year by a committee headed by officials of 
Spicer Manufacturing Corporation and Elec- 
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tric Auto Lite Company, a $1,000,000 reduction 
was refused because of growing production 
costs and the international situation. 

Domestic power rates were cut by the com- 
pany last year. Stockholders of Toledo Edi- 
son Company reélected all directors at the an- 
nual meeting and all officers were reélected at 
the organization meeting. 
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Oklahoma 


Power Cooperative Formed 


peor ioe of a nonprofit industrial electric 
cooperative was announced recently with 
its purpose the supplying of Grand river dam 
power to Tulsa industries outside the city 


limits and possibly the new bomber assembly 
plant. 

Incorporators were nine Tulsa business and 
professional men. The company will be 
known as the Grand River Electric Codper- 
ative, Inc. 


» 


Oregon 


Right to Vote on PUD Aided 


ENATOR Harry Kenin, Multnomah county, 

last month urged the state senate railroads 
and utilities committee not to introduce a bill 
restricting the rights of advocates of people’s 
utility districts to call successive elections. 

Kenin declared that he felt that the rate re- 
ductions granted recently by the private power 
companies “have had a tendency to eliminate 
the need for public power districts, but the 
right to propose these districts has tended to 
keep private rates coming down.” 

Kenin headed the committee which spon- 
sored the recent unsuccessful PUD movement 
in Portland. 

The senate committee refused to introduce 
the election bill and indicated it would not look 
with favor on any new PUD legislation at 
the current legislative session. 


Tax Levy Laid on Grid 


genom for a new system of taxing electric 
utilities—a 15 per cent tax on consumption 
to replace property tax on the utility itselfi— 
which would reach public and private systems 
alike was debated last month at a hearing called 
by the house taxation and revenue committee. 

State Senator Ronald E. Jones, Republican 
of Marion, co-author with Representative An- 
gus Gibson, Republican of Lane, of the house 
bill, admitted that the measure had been hastily 


drawn “and was not a finished bill in any 
sense.’ 

He argued, however, that there was im- 
mediate need for some kind of tax which would 
cover municipal, people’s utility, and Federal 
systems, especially in view of impending con- 
gressional legislation for a Columbia River 
Authority empowered to take over entire pri- 
vate systems and operate them until sold to the 
public agencies. 

In 1939, said Jones, utilities paid about $2,- 
745,000 in taxes, or about 13 per cent of rev- 
enues, and this figure was used in reaching the 
15 per cent tax. Municipal plants are not re- 
quired to pay state taxes but PUD’s pay sums 
in lieu of other taxes. 

Senator Jones said that the state pub- 
lic utilities commission would readjust rates 
to consumers to reflect the elimination of prop- 
erty taxes on private utilities, but that such 
reductions probably would not be uniform. He 
also discussed a possible tax on kilowatt hours 
of “aw ig used. 

1. Tugman, Eugene editor, favored the 
bill, declaring that uncertainty of taxation has 
barred expansion of public ownership. 

J. W. McArthur, superintendent of the Eu- 
gene water board which operates Eugene's 
municipal lighting system, strongly opposed the 
bill, however, declaring that many of its provi- 
sions were unworkable and the measure had 
been drawn without adequate knowledge of 
how the systems must operate. 


¥ 


Pennsylvania 


Power Line Purchase 


HE state public utility commission on Feb- 
gone: 21st dismissed for lack of jurisdic- 
tion a petition of the Metropolitan Edison 
Company, York Haven Electric Transmission 
Company, and Pennsylvania Power & Light 
Company for approval of the transfer by the 
former companies to the Pennsylvania Power 
& Light Company of an electric line between 
Harrisburg and Steelton. The consideration 
was $25,900 and the commission ruled that 
approval was not required by the Public 
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Utility Law of the state of Pennsylvania. 

The line is located within the charter terri- 
tory of the PP&L and was used by the Metro- 
politan until 1937 in selling and interchanging 
power with the PP&L. It was erected in 1906 
and runs from the Bethlehem Steel Company 
plant in Steelton to a substation in Harrisburg, 
a distance of 3.89 miles. 

The line is used in the distribution of street- 
lighting facilities by the PP&L and the com- 
pany stated that substantially all of the line 
would be used by it. A transfer of patrons 
was not involved. 
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THE MARCH OF EVENTS 


South Carolina 


Commission Members Reélected 


ive members of the state public service 
f commission were reélected on February 
13th by the general assembly for 2-year terms, 
three of them without opposition. 

Those who were returned to office by accla- 
mation, without opposition, were Chairman 
John C. Coney, of Reevesville, dean of the 
body; James W. Wolfe, of Inman, president 
of the National Association of Railroad and 
Utilities Commissioners; and H. W. Scott, of 


Columbia. Commissioners J. C. Darby, of 
Winnsboro, and Rufus M. Newton, of Ander- 
son, defeated their opponents. Newton was 
elected over Representative R. Aubrey Harley, 
of Newberry, 88 to 62, and Darby won over 
J. Arthur Knight, of Chesterfield, 117 to 36. 

Mr. Coney has been a member of the com- 
mission since 1922; Wolfe since 1934. 

The terms of the other two members of the 
commission, Josiah J. Evans of Bennettsville, 
and John B. McMillan of Ulmers, do not ex- 
pire until next year. 


Tennessee 


Gas Plant Bill 


HE bill to authorize the city of Nashville 

to issue bonds for acquisition of a gas 
plant, through construction or purchase of ex- 
isting facilities, was apparently “killed” on 
February 14th when Representative Louis Al- 
len, of the Davidson delegation, withdrew the 
bill in the state house after Senators White and 
J. O. Bass secured its passage in the senate. 
Allen said he withdrew the bill “because the 
house delegation didn’t like it.” 


The bill was amended before its final pas- 
sage in the senate. The amendments provided 
for the making of rates, fees, and charges for 
service in the operation of the plant. Also, that 
there shall be no resolution of the board of 
public works or ordinance by the city council 
for the purchase of such plant until after an 
appraisal of the properties has been made. 

Another amendment would authorize the 
mayor and board of public works to employ 
accountants, engineers, and appraisers to ascer- 
tain the value of the properties. 


Texas 


Wars on Tax Increase 


SS of natural gas producing 
and pipe-line companies last month pro- 
tested that the $8,650,000 a year additional tax 
burden proposed for their industry would be 
discriminatory. 

In the longest hearing thus far held by the 
state house taxation committee, they said they 
would willingly pay their share of required 
higher levies but that neither gas nor the group 
of natural resource industries should be sin- 
gled out to carry the whole load, 


Speakers against the increased natural gas 
producing, gathering, or processing taxes in- 
cluded F. L. Kuykendall, Austin, and Warren 
Collins, Dallas, representing the Lone Star Gas 
system ; R. D. Field, Amarillo, representing the 
Panhandle Eastern Pipeline Company; L. J. 
Haile, Dumas rancher; R. C. Johnson and 
Lawrence Hagy, Amarillo. 

Representatives of the Lone Star Gas sys- 
tem said the system now was making only a 
4.3 per cent return on its investment. Its taxes, 
they told the committee, more than doubled be- 
tween 1936 and 1940. 


y 
Washington 


Deal Fails to Develop 


Lge sinenhlg of public power agencies in 
the Seattle area recently indicated that a 
stalemate had again been reached in negotia- 
tions for the purchase of the Puget Sound 
Power & Light Company properties. Frank 
McLaughlin, president of the utility, a sub- 
sidiary of Engineers Public Service Company, 
declared that no workable plan had been pre- 
sented as yet. 

It was recalled that an offer of $83,000,000 
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for the assets last year evoked the comment 
from company officials that such a price de- 
served no serious consideration. 

The accounting records of the utility had 
been voluntarily turned over for study to au- 
thorities representing the public power groups, 
supposedly for the purpose of enabling a 
soundly based appraisal of the value of the 
properties. Pending the results of this study, 
condemnation proceedings brought against 
various sections of the properties by public 
utility districts had been suspended. 
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The Latest 
Utility Rulings 


Policy As to Debt Ratios on Refunding 
Operation under Holding Company Act 


HE Securities and Exchange Com- 

mission approved applications re- 
lating to property acquisitions and per- 
mitted declarations relating to security 
issues to become effective, subject to 
terms and conditions, in order to permit 
the consolidation of properties of the El 
Paso Electric Company (Texas) and 
Mesilla Valley Electric Company, both 
subsidiaries of the intermediate holding 
company, El Paso Electric Company 
(Delaware)—all being subsidiaries of 
Engineers Public Service Company. The 
debt ratios were criticized but were not 
considered a bar to approval in this case. 
The commission, however, announced its 
policy as to the issuance of securities 
even for refunding purposes where un- 
satisfactory debt ratios exist. 

In order that future applicants pre- 
senting declarations for refunding of out- 
standing senior securities might be fully 
forewarned of the problem and prepared 
to meet it, the commission took occasion 
to announce its future general policy as 
follows: 


A refunding of outstanding senior securi- 
ties where the issuer has a high ratio of debt 
to net property or where the security issue 
does not fully meet the standards of § 7(d) 
will not be permitted effectiveness merely 
because it is a refunding. Such effectiveness 
will be permitted only where it appears that 
the circumstances are so unusual and ex- 
traordinary as to justify a departure from 
the general policy announced. Even in such 
cases the applicants should also be prepared 
to have included in their refunding opera- 
tions measures definitely providing for a re- 
duction of the ratio of debt to net property 
and of debt to total capitalization to a rea- 
sonable level. 


Since the company might not inappro- 
priately have relied upon the commis- 
sion’s earlier opinions in formulating the 
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refinancing program, presented at a time 
when the commission’s staff had not as 
yet publicly expressed its view that there 
should be no differentiation between “re- 
funding” and “new money” financing, 
the commission did not undertake to de- 
cide the question. The commission con- 
sidered it preferable in the interest of 
justice and fair play not to overrule its 
precedent retrospectively. 

In doing so, however, it did not con- 
cede in any way that it was precluded 
from giving retrospective effect to an 
overruling decision so far as pending 
matters are concerned should the public 
interest or the interest of investors or 
consumers require it. The commission 
quoted authorities to the effect that stare 
decisis embodies an important social pol- 
icy representing an element of continuity 
in law, rooted in the psychologic need to 
satisfy reasonable expectations; but, it 
was said, stare decisis is a principle of 
policy and not a mechanical formula of 
adherence to the latest decision. 

Amplifying its conclusions as to policy 
on refunding issues under § 7 of the 
Holding Company Act in an appendix, 
the commission said that any general pol- 
icy of differentiating between refunding 
and new money issued appeared to be 
particularly vulnerable because the Hold- 
ing Company Act does not provide for 
such differentiation and because there 
are several practical administrative con- 
siderations which seem to require that re- 
funding issues should measure up to as 
strict standards as issues for new money. 
It was said that some confusion of 
thought has arisen out of the terms of § 
7(c), which provides that the commis- 
sion may not permit a declaration to be- 
come effective unless it is in respect of a 
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security meeting one or more of the tests 
set up in Clauses (1), (2), or (3) of 
such section. The general tests of § 7(c), 
it was said, are merely a preliminary hur- 
dle to be overcome before any of the 
more specific tests of § 7(d) can be ap- 
plied; any attempt to inject the prelimi- 
nary tests of § 7(c) into a consideration 
of the more rigorous standards of § 7(d) 
would result in double application of § 
7(c)—a result not intended by Congress. 


Too many utilities, it was said, regard 
their debt as perpetual and make no ade- 
quate provision for its ultimate liquida- 
tion. The commission continued with a 
discussion of the danger arising out of 
fixed maturities of excessive debts and 
the strain caused by heavy fixed charges 
in lean years, detrimental to services fur- 
nished to the public. Re Engineers Public 
Service Co. et al. (File No. 70-173, Re- 
lease No. 2535). 


e 


Duty of Telephone Company Barred from Building by 
Labor Dispute 


ee New York commission, after 
investigation of a complaint against 
the failure or refusal of a telephone com- 
pany to install service in a newly con- 
structed building, decided by a vote of 
four to one to ask the telephone company 
to notify the commission within ten days 
whether it would proceed in court to seek 
a determination of its rights to install 
service to tenants of the building. Four 
separate opinions were filed by the com- 
missioners. (See also p. 353.) 

The Metropolitan Life Insurance 
Company is constructing an extensive 
real estate development. The project is 
not completed, but several apartment 
houses are ready for occupancy and a 
number of apartments are leased and oc- 
cupied. Many tenants applied for tele- 
phone service, and the company was 
ready to install the necessary ducts, 
wires, and equipment. The company of- 
fered to make these installations but was 
told by representatives of the building 
owner that it would not be allowed to do 
so unless it employed, directly or through 
a contractor, members of Local No. 3 of 
the International Brotherhood of Elec- 
trical Workers. The telephone company 
desired to perform the work with its own 
employees, who are members of another 
union, recognized by the National Labor 
Relations Board. The company feared 
that if it permitted construction by the 
members of Local No. 3 its own em- 
ployees might strike and, as a result, 
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seriously disrupt telephone _ service. 

All commissioners agreed that it was 
the duty of the company to provide serv- 
ice and also that the commission could 
not settle the labor dispute. There were 
said to be legal questions which the com- 
mission could not adjudicate as between 
the telephone company, the landlord, and 
the tenants — involving rights under 
leases, questions of trespass to install 
service, and other questions. 

Chairman Maltbie expressed the view 
that the legal obligation to provide serv- 
ice, regardless of the attitude of the land- 
lord, was imposed by statutes and deci- 
sions of the court and that an order of 
the commission would be an unnecessary 
and futile gesture. 

Commissioner Lunn was of the opinion 
that the commission, however, was not 
relieved from the obligation to protect, 
so far as it was able, the rights of tele- 
phone applicants. He said that the tele- 
phone company was not without its rem- 
edy in the fulfillment of its obligation to 
the public. Where the company meets in- 
terference from any source it can seek 
the protection of the court against such 
interference. He thought the company 
was not justified in failing to provide 
service and recommended that an order 
be made requiring the company to pro- 
ceed to install and maintain service. 

The company’s tariff contains a pro- 
vision that its obligation to furnish facili- 
ties or service is dependent upon its 


MAR. 13, 1941 





PUBLIC UTILITIES FORTNIGHTLY 


ability to secure and retain, and without 
unreasonable expense, suitable facilities 
and rights for the construction and 
maintenance of the necessary circuits and 
equipment. 

Chairman Maltbie said that so long 
as a tariff remains unchanged it must 
be followed. He found no facts of 
record that indicated that this provision 
was unreasonable. Personally he did not 
believe that the position of the telephone 
company was unfair, unjust, or unrea- 
sonable. Commissioners Brewster and 
Van Namee also considered the tariff 
provision reasonable, and the latter com- 
missioner (who voted against commis- 
sion action) said that the company was 
justified in relying upon its provisions. 


Commenting on the difficult situation 
presented, Chairman Maltbie said: 


Apparently, notwithstanding all the legis- 
lation, state and Federal, which has been 
enacted, there is no provision for deciding a 
dispute between two unions as to which 
should do a specific class of work, with the 
result that the public has been seriously in- 
convenienced, and in some cases injured by 
an internecine war where no duly established 
authority had the power to make a decision. 
But this fact does not justify the commission 
in any attempt to decide the issue. There is 
no proper basis for an order of this commis- 
sion virtually directing the New York Tele- 
phone Company to employ Local No, 3 
when it has employees fully competent to do 
the work. 


Re New York Telephone Co. (Case No. 
10355). 


7 


Necessary Revenues to Justify Extension 


HE question whether or not a com- 
mission should grant a telephone 
company a certificate of convenience and 
necessity to construct, maintain, and op- 
erate a plant and system in territory 
where service is desired by subscribers 
of an inadequate mutual system is one 
over which the Missouri commission has 
jurisdiction, although the commission 
cannot have any voice in determining 
what the subscribers of a mutual system 
should decide to do to furnish telephone 
service for themselves. 
In passing upon this matter, the com- 
mission said: 

. . one of the important questions to be 
taken into consideration by the commission 
is whether or not the anticipated revenues 
are sufficient to compensate the utility for 
supporting the system required to furnish 
the service. This question is always involved 


e 


in a case before the commission in which a 
utility seeking or indicating a willingness to 
extend its lines into new territory in order 
that the public may receive the service 
offered by the utility. We note that the tele- 
phone company has in its schedule filed 
with this commission a rule by which it in- 
dicates the basis on which it will extend 
service to new customers within the exchange 
areas in which it operates and therefore 
areas in which it holds a certificate for op- 
erating. Should it be granted a certificate in 
the area in which the petitioners herein are 
interested, doubtless the company’s rule 
would apply as in other places. Under the 
decision of the supreme court in the case of 
the St. Louis County Gas Co. v. Public Serv- 
ice Commission, 315 Mo 312, PUR1927A 
187, 286 SW 84, it was held the commission 
could not require a utility to extend its lines 
beyond the provisions of the rule set forth 
in the schedule filed by the utility. 


Smith et al. v. Southwestern Bell Tele- 
phone Co. (Case No. 9936). 


Financing Costs and Depreciation in 
Rate Making 


ies Pennsylvania commission, in a 
rate investigation, ruled that the 
amount of a bonus payment by a water 
company in connection with a sale of 
bonds must be excluded from original 
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cost, since the property before and af- 
ter such payment was identical. There 
were also excluded items for property 
not used or useful and for property re- 
tired. 
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No percentage or arbitrary sum, it was 
held, should be added to original cost for 
costs of financing when the record 
showed no incurred brokerage cost or 
mechanical cost applicable to the issuance 
of securities not already charged to 
fixed capital. It was said that original 
cost figures need not be increased by 
fictitious costs of financing, although an 
estimate of financing costs should be in- 
cluded in determining reproduction cost. 

The commission was not satisfied with 
an estimate of accrued depreciation 
based upon observation. It was pointed 
out that the property varied in size, kind, 
and service age, and the pipe and appur- 
tenances were buried from ready obser- 
vation. The commission gave considera- 
tion to such an estimate, however, and 
also considered computations by the 4 
per cent compound interest method and 
straight-line depreciation. Concerning 
the latter, it was said: 


Of the various methods of computing ac- 
crued depreciation, in accordance with the 
lives and ages of depreciable property, the 
straight-line method has the desirable char- 
acteristic of simplicity in depreciation ac- 
counting, and has been used by respondent 
since the initiation of its depreciation re- 
serve. ... Under certain circumstances, par- 
ticularly short-life property, the straight- 
line depreciation method may be acceptable 
for calculating accrued and annual deprecia- 
tion for rate-making purposes. However, in 
properties of this type, having relatively long 
service lives, observations indicate that wa- 
terwork structures may not actually depre- 
ciate according to the uniform rate of the 
straight-line method. This fact is supported 
by respondent’s evidence regarding depre- 
ciation on the basis of observation. In that 
it must be conceded that respondent’s prop- 
erty may not actually depreciate according 
to the straight-line formula, the finding upon 
this basis cannot be considered as conclu- 
sive. 


Pennsylvania Public Utility Commission 
v. California Water Co. (Complaint 
Docket No. 11510). 


e 


Split Pick-up and Delivery Charges 


r a decision of the California commis- 
sion relating to rules, regulations, and 
charges for the handling of split pick-up 
and split delivery shipments it was held 
that a difference in the volume of charges 
for handling split shipments and single 
shipments is justified because split ship- 
ments are less costly to transport, as un- 
der present rules split pick-up and split 
delivery are not permitted on the same 
traffic, resulting in lower handling and 
other costs. 

The commission was of the opinion 
that, since it is impossible in developing 
costs or rates for a large number of car- 
riers to give precise effect to individual or 
isolated operations, a weight basis of 
charges most equitably reflects the cost 
of split shipments. 

These charges, it was said, are de- 
signed to return added costs for acces- 
sorial services prior or subsequent to line- 
haul transportation. 

All carriers, it was further held, should 
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have equality of competitive opportuni- 
ties so that none may be unduly favored 
from a rate standpoint. This, it was said, 
can be accomplished only by considering 
and giving effect to costs of all carriers 
in the rate level. Territorial application 
of rates and routing was retained instead 
of the establishment of point-to-point 
rates with routing restrictions, when the 
latter were not supported by the record 
and an immediate proposal would impair 
the ability of rails to compete on equal 
terms with trucks. 

Split shipment charges, said the com- 
mission, should apply to all loadings and 
unloadings instead of beginning with the 
second delivery. This is because estab- 
lished rates are not designed to return 
costs in handling split shipments, and the 
entire shipment should bear such added 
costs by assigning reasonable charges to 
each component part. Re Rates, Rules, 
and Regulations of Common Carriers 


(Decision No. 33738, Case No. 4246). 
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Rates after Contract Expiration 


E pe rights of the city of Milwaukee 
and the city of West Allis were de- 
termined by the supreme court of Wis- 
consin after extensive litigation relating 
to charges for water furnished by Mil- 
waukee to the other city. Service had 
been supplied under a contract for many 
years at 6 cents a hundred cubic. Milwau- 
kee then terminated the contract and 
filed higher rates. In earlier litigation it 
had been determined that the contract rate 
governed up to the time of the trial. Later 
it was decided that the recovery for serv- 
ice rendered after termination of the con- 
tract was subject to further litigation. 
In the former opinion of the court it 
was suggested that from the time of the 
termination of the contract Milwaukee 
could recover on quantum meruit if the 
service was worth more than the price 
paid, unless precluded on other grounds. 
It was also suggested that, in the ab- 
sence of a schedule covering the service, 
it was the duty of the Milwaukee water 
department to file its schedule with the 
commission, whereupon the reasonable- 
ness of the rates, if in dispute, could be 
determined. In the most recent case the 


court concluded that the question of re- 
covery of reasonable value was not within 
the issues of the former case and that the 
statement that Milwaukee could recover 
on quantum meruit was not res judicata 
and therefore not binding upon the 
parties or the circuit court. 

Going to the merits of the controversy, 
the court concluded that Milwaukee 
could not recover charges in excess of the 
contract rates for service rendered be- 
tween the date of terminating the con- 
tract and the date on which higher rates 
were filed with the commission. It was 
held also that a stipulation by counsel in 
the earlier proceedings that West Allis 
would pay at the rate to be determined 
by the commission was binding on both 
cities. 

Since West Allis agreed to pay at the 
rate the commission should ultimately fix 
and since its payments had fallen short of 
that amount, it was required to pay the 
deficiency. The legal rate of interest was 
added since no provision had been made 
as to payment of interest. City of Mil- 
waukee v. City of West Allis, 294 NW 
625. 


e 


Other Important Rulings 


bb Colorado commission, in passing 
on electric rates, allowed a return of 
64 per cent and found that a reasonable 
depreciation rate was 24 per cent of re- 
production cost new of depreciable prop- 
erty. The commission approved the 
amortization of rate case expenses over a 
period of five years. Town of Norwood 
v. Montezuma Light & Power Co. (Ap- 
plication No. 4812, Decision No. 16604). 


The California commission ordered 
discontinuance of motor carrier oper- 
ations on the ground that such operations 
were unauthorized, and the commission 
directed that a penalty action be filed be- 


cause the truck operator had refused to 
change the method of operation although 
so advised on three occasions by the com- 
mission’s staff. Re Gotelli (Decision No. 
33737, Case No. 4435). 


The Pennsylvania commission ruled 
that one applying for authority to oper- 
ate a motor carrier service has the bur- 
den of proving that the proposed service 
is reasonably necessary for the conven- 
ience of the public, and if there are ex- 
isting carriers operating in the area where 
service is proposed the applicant must 
show the inadequacy of such carriers. Re 
Mack (Application Docket No. 22630). 


Note.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports, 
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NEW YORK DEPARTMENT OF PUBLIC SERVICE, STATE DIVISION, 
PUBLIC SERVICE COMMISSION 


Re Village of Westfield 


[Case No. 279.] 


Service, § 284 — Electric meter testing — Test jack — Accuracy. 


1. Tests arranged for the purpose of determining whether the results of 
electric meter tests made by means of a test jack differ from tests of meters 
“as found,” although not pointing to any appreciable variations, were held 
to show that there was a probability that the accuracy of a socket type 
meter would not be affected by operations concurrent with the use of a 
test jack but not to prove that the necessary handling of a meter in the 
course of test jack operations does not affect its accuracy as compared with 
an “as found” test, p. 8. 


Service, § 284 — Electric meter testing — Testing in place — Testing facility not 
incorporated in meter. 

2. Testing of the “S” type electric meter in place without inherent facili- 
ties being contained in the meter, by making connections at the service head 
and customer’s wiring, although it may be feasible under certain condi- 
tions, does not appear to be entirely practicable or desirable, since it is more 
hazardous for the meter tester and more costly from an operating stand- 
point, p. 10. 


Service, § 284 — Electric meter testing — “As found” tests. 


3. A requirement that electric meters in service shall be tested where in- 
stalled on the consumers’ premises and under local operating conditions 
refers specifically to “as found” tests, and an “S” type meter is not tested 
in its “as found” condition if it must be removed from its socket in order 
to make a test, p. 11. 


Service, § 284 — Electric meter tests — Removal of meter — Test jack. 


4. The use of the test jack in making complaint and referee tests of elec- 
tric meters is not desirable, such tests involving the removal of the meter and 
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the insertion of a test jack, since in instances of complaints regarding meter 
accuracies which necessitate tests on the premises of the consumer, all doubt 
must be dispelled as to whether the test results reflect the performance of 
the meter, with its position undisturbed, p. 11. 


Service, § 284 — Electric meter tests — Socket type meters — Test jack. 
5. The possibility that the accuracy of an electric meter might be affected 
by its removal from the socket was held not to have been conclusively dis- 
proved and the advantages that might be associated exclusively with socket 
type meters used with a test jack, built-in testing facilities being absent, did 
not appear to be of sufficient import to warrant loss of assurance that would 
probably follow its general adoption, p. 11. 


[December 30, 1940.] 


 anaien by municipal plant for reconsideration of application 
for approval of a certain electric meter and socket; petition 
denied and action previously taken confirmed. 


APPEARANCES: Gay H. Brown, 
Counsel (by J. Herbert Gilroy, As- 
sistant Counsel) for the Public Serv- 
ice Commission; R. H. Nexsen, Chief 
Power Engineer, for the Public Serv- 
ice Commission; Cravath, deGers- 
dorff, Swaine & Wood (by Albert R. 
Connelly) New York city, for the vil- 
lage of Westfield ; Harry Mettendorff, 
Westfield, Superintendent of the Board 
of Light Commissioners, for the vil- 
lage of Westfield; W. O. Rogers, New 
York city, for the Westinghouse Elec- 
tric and Manufacturing Company; C. 
S. Dailey, Ilion, for the Ilion Board of 
Light Commissioners ; Harold H. Mc- 
Bride, Syracuse, Attorney for the Mu- 
nicipal Electric Utility Association of 
New York state; D. B. Colburn, Lake 
Placid, President, Municipal Electric 
Utility Association of New York 
State; B. N. Sparks, Tupper Lake, 
Village Clerk, for the village of Tup- 
per Lake. 


By the Commission: On July 11, 
1940, the board of light commission- 
ers of the village of Westfield request- 
ed a reconsideration of their original 
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application for approval of the Type 
CS single phase detachable watthour 
meter and socket manufactured by the 
Westinghouse Electric and Manufac- 
turing Company hereinafter referred 
to as the Westinghouse Company. In 
an order adopted by the Commission 
under date of August 6, 1940, hear- 
ings were directed to be held in this 
matter. Hearings were held on Sep- 
tember 26, 1940, and on October 24, 
1940, at which five witnesses testified 
on behalf of the village of Westfield 
hereinafter referred to as the petition- 
er. During the hearing on October 
24th, the Municipal Electric Utility 
Association representing various vil- 
lages of New York state was granted 
a request to appear and presented five 
witnesses in its behalf. 

At the hearing held on September 
26, 1940, Mr. Albert R. Connolly as- 
sociated with the firm of Cravath, de- 
Gersdorff, Swaine and Wood appeared 
as counsel for the village of Westfield. 
In order to fully establish the extent 
of interest of the parties appearing in 
this matter, Mr. Connolly, after stat- 
ing that the firm of Cravath, deGers- 
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dorff, Swaine and Wood “are appear- 
ing in behalf of the village of West- 
field in support of the pending applica- 
tion,’ was questioned by Chairman 
Maltbie as follows: 


Q. You are employed by the village 
of Westfield ? 

A. I am representing the village. 

Q. Are you being paid by the vil- 
lage of Westfield? That is my ques- 
tion. 

A. I say I appear on behalf of the 
village. 

Q. Who is paying you for your ap- 
pearance ? 

A. The payment for our services in 
this particular case is a matter which 
is being handled by the Westinghouse 
Electric and Manufacturing Company, 
who have been asked to participate in 
the presentation of the story so far as 
this particular application is concerned 
at the request of the village of West- 
field. 

Q. Then you are being paid by the 
Manufacturing Company? 

A. Yes, sir. 


The record also indicates that of the 
five witnesses who testified for the pe- 
titioner, two were directly employed 
by the Westinghouse Company and 
two others, who are not in the employ 
of this company, conducted a series of 
meter tests at its request and direction. 
The results of these tests are reflected 
in Exhibits No. 8 and No. 9. It would, 
therefore, appear that while the village 
of Westfield is the petitioner of rec- 
ord, the Westinghouse Company is the 
principal party of interest herein. 

At the outset of the hearings in this 
case, counsel for the petitioner stated : 
“Our application is one, rather, to re- 
move the restrictions which have been 


specifically imposed by this Commis- 
sion in the orders in which it has given 
approval to the type of meter.” The 
meter type under consideration has 
been approved by the Commission and 
it may therefore be stated that this 
proceeding is not involved with the 
approval of this type or any outdoor 
type of watthour meter. 

Specifically, the petitioner is desir- 
ous of using a type of watthour meter 
which requires the removal of the me- 
ter from a socket or receptacle prior to 
test operations for the purpose of in- 
serting a testing facility commonly 
called a test jack. 

The testimony of witnesses appear- 
ing for the Municipal Electric Utility 
Association and a resolution (Exhibit 
No. 6) submitted by this association 
indicates that some confusion exists as 
to the action taken by the Commission 
in the past with respect to the approv- 
al of socket type meters. The forego- 
ing resolution stated that “. . . the 
Public Service Commission of the 
state of New York has withdrawn its 
approval of Westinghouse detachable 
meters, commonly known as “socket 
type” meters, .’ Some witness- 
es were also under the impression that 
all socket type meters were under 
“ban” of the Commission. On repeat- 
ed occasions, counsel for the Commis- 
sion found it necessary to dispel these 
misconceptions. 

There were no appearances in be- 
half of any of the operating electric 
corporations in New York state noted 
and no other meter manufacturer such 
as the Duncan Electric Manufacturing 
Company, the General Electric Com- 
pany, and the Sangamo Electric Com- 
pany, who also manufacture meters of 
the socket type appeared. 
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General 


The socket type meter is in general 
use within the city of New York in 
apartment house installations where 
large numbers of meters are involved. 
It has also been properly installed out- 
doors in a limited number of cases in 
rural sections of the state. All the 
foregoing installations meet the re- 
quirements of the Commission that 
watthour meters shall be tested in place 
since a testing facility is incorporated 
in each meter. 

In the case of the village of West- 
field, they and other villages desire to 
install meters out-of-doors in a stand- 
ardized form of socket or receptacle 
originally manufactured by the West- 
inghouse Company and subsequently 
by others. The receptacle is a sort of 
pipe fitting which is inserted in the cus- 
tomer’s service pipe, and a meter simi- 
lar to that which is used on apartment 
house installations previously referred 
to, is inserted in a suitable receptacle 
contained within the pipe fitting. This 
installation differs from the indoor in- 
stallation in that no testing facility is 
provided. 

The manufacturer, in an effort to 
simplify the meter and socket assem- 
bly as much as possible, felt that testing 
facilities built into the meter assem- 
bly were unnecessary and designed a 
testing facility commonly called a test 
jack to be interposed between the me- 
ter and receptacle only at the time of 
test. This provision for testing obvi- 
ously required the removal of the me- 
ter prior to the making of an “as 
found” test, in order that the testing 
facility or test jack could be properly 
inserted. 

The purpose of these hearings, 
therefore, was to receive testimony 
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which would prove that the results of 
“as found” tests would not in any way 
be affected by the removal of the me- 
ter from its receptacle prior to the mak- 
ing of tests. 

The Commission’s order in Case 
No. 278 relating to the testing of con- 
sumers’ meters requires that “Meters 
in service shall be tested where installed 
on the consumers’ premises and under 
local operating conditions.” Because 
of this provision no specific reference 
was made in the approval order as to 
how the meter should be tested when 
the original detachable meter, West- 
inghouse Type OB, was approved in 
1931 (Case No. 279). It was gener- 
ally understood at that time that all of 
the utilities under the jurisdiction of 
this Commission and the meter manu- 
facturers were cognizant of the Com- 
mission’s attitude. 

However, the Westinghouse Com- 
pany proceeded to deliver socket type 
meters to various utilities, without pro- 
viding any means for testing them 
other than with the test jack, and it 
later became apparent that the West- 
inghouse Company held the opinion 
that the Commission’s provision that 
meters should be tested in place under 
local operating conditions, permitted 
the removal of a meter prior to a test 
for the purpose of inserting a test jack. 

It was because of this opinion held 
by the Westinghouse Company that 
approval orders (Case No. 279) of 
socket type meters similar to the type 
OB meter approved in 1931 contained 
a specific clause requiring that inher- 
ent testing facilities be contained in 
every socket type meter. These orders 
were served upon the utilities making 
application for the approval of these 
meters and all utilities interested in us- 
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ing socket type meters could have ob- 
tained a copy of the Commission’s ap- 
proval orders had they so requested. 

That some still adhere to this opin- 
ion is also evident from the brief of 
October 24, 1940, wherein counsel for 
the petitioner argues that no modifi- 
cation of § 19 (Case No. 278) is in- 
volved in this proceeding; that if the 
socket type meter is tested by means of 
the test jack, it is tested “where in- 
stalled on consumers’ premises’ and 
“under local operating conditions.” 
The petitioner further argues that an 
amendment to this section would only 
be necessary if the meter is removed to 
the laboratory for testing. The fore- 
going line of reasoning would imply 
that the requirements of § 19 would be 
adequately observed if a meter, wheth- 
er an “A” type or “S” type, is tested at 
the precise location where it is installed 
regardless of the fact that it may have 
been disconnected or removed from its 
original setting one or more times be- 
fore testing. 

Despite the specific requirement in 
the Commission’s approval orders for 
each socket type of watthour meter re- 
quiring that testing facilities be pro- 
vided at each meter, it appears from 
the testimony that the Westinghouse 
Company continued to deliver meters 
without such facilities to various vil- 
lages throughout the state. 

Subsequent inspection by engineers 
of the Commission of the meter facili- 
ties of the various municipal plants 
showed that socket type meters 
without testing facilities were in actu- 
al use in violation of the Commission’s 
orders, and the power bureau of the 
Commission so informed the utilities 
involved, requiring that the meters ei- 
ther be removed or that suitable test- 


ing facilities be provided. 

Apparently as a result of this ac- 
tion toward elimination of socket type 
meters installed in violation of the 
Commission’s orders, the Westing- 
inghouse Company proceeded to ask 
that the Commission reconsider this 
matter. Hence this proceeding was 


requested by the village of Westfield 
who were represented by counsel re- 
tained by the Westinghouse Company. 


Claims Made for the Socket Type 
Meter 


The witness for the petitioner 
claimed a number of desirable fea- 
tures associated with the use of the 
socket type meter, which may be sum- 
marized as follows: 

1. Advantages with 
testing. 

2. Ease of installation, in that it 
permits use of a vertical conduit en- 
trance. 

3. The use of this meter minimizes 
tampering. 

4. No meter index readings are 
missed when the consumer is not at 
home, i. e., when installed outdoors. 

5. The meter has a lighter shipping 


stroboscopic 


weight. 


6. Saving of time in making test 
connections through use of test jack. 

7. Less possibility of making wrong 
wiring test connections through use 
of test jack. 

8. Saving of 30 cents to 40 cents 
per meter because no test facilities are 
built in. 

9. Terminal area greater (6.5 inch- 
es as compared to 3.6 inches in the 
“A” type meter). 

10. The meter occupies less space 
in indoor installations. 

11. The meter is neat in appearance 
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in contrast to the aluminum or sheet 
metal enclosures used with type “A” 
meters for outdoor use. 

12. The test of a meter with a test 
jack is just as accurate as testing the 
meter “as found” without removal of 
the meter from the socket. 

While these advantages were 
claimed or inferred to be the exclusive 
property of the socket meter when 
used with a test jack, examination 
showed that some of these advantages 
were equally applicable to the socket 
type meter with the required inherent 
test facilities and in some cases they 
were common to meters other than the 
socket type; types which will be re- 
ferred to hereafter as the “A” type 
meters. For example: 

1. Stroboscopic testing can be con- 
ducted with equal facility in the case 
of “A” type meters. 

2. “A” type meter assemblies for 
outdoor use are also available with 
vertical conduit entrances. 

3. Testimony submitted by several 
witnesses placed great stress on the 
fact that the meter placed outdoors in 
full public view facilitates so-called 
“neighbor policing” and is, therefore, 
a deterrent to tampering or unauthor- 
ized diversion of energy. It appears 
that the early development of socket 
type meters which took place twelve 
years previous had its impetus in an ef- 
fort to minimize the tampering that ex- 
isted in indoor meter installations. 
While one witness insisted that the 
type “A” meter has more accessories 
available for tampering, he admitted 
that ‘neighbor policing” is just as ef- 
fective in the case of “A” type meters 
installed for outdoor use. 

4. Another advantage claimed is the 
ability to read and test the meter with- 
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out the necessity of entering the con- 
sumer’s premises. This advantage 
likewise is equally applicable to all out- 
door meters. 

5. While “the ‘S’ type meter due to 
its type of construction is lighter for 
shipment and saves considerable in 
freight and handling,” this does not 
include the socket ring and the socket 
which are not shipped with the meter 
but are nevertheless essential for the 
operation of the meter. In view of 
this fact it was shown by the Commis- 
sion in Exhibit No. 2 that the weight 
of the C. S. meter assembly which in- 
cludes the socket and socket ring is 
slightly greater than that of the C. A. 
meter. 

6. It is evident that in those instan- 
ces where the travel distance to the 
point of test is relatively great, the 
question of any economy of time in 
establishing test connections does not 
assume great importance. 

7. It was claimed that the use of 
the test jack lessens the possibility of 
making the wrong wiring connections 
when testing a meter. Upon question- 
ing, the witness agreed that each meter 
tester should be highly qualified and 
have the necessary meter diagrams 
which would minimize such errors. 
The witness added that he referred to 
the “zero hour” when mistakes are 
made. Upon further examination it 
was brought out that when a test 
showed that a meter was not accurate, 
further steps were necessary, such as 
removing the glass cover for making 
adjustments, etc., which are essential- 
ly the same as in the “A” and the “S” 
type meters and equal possibilities for 
error are present in both cases. 

8. According to testimony by a 
witness of the Westinghouse Com- 
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pany, the cost of test facilities built in 
the “A” type meter is $1.65 compared 
to the cost of $1.37 of the “S” type 
meter socket without test facilities. 
The cost of 30 cents to 40 cents ap- 
pears to be the cost to install perma- 
nent test facilities at the base of the 
socket meter. The witness of the 
Westinghouse Company is of the opin- 
ion that this expense is not justified if 
these facilities will be used but once 
every six years, or in other words, 
once during a periodic test cycle. This 
additional expense, and the fact that 
the present program of the Westing- 
house Company is based on sales of 
socket type meters without permanent 
test facilities, may probably be the 
principal underlying reasons for the 
Westinghouse Company’s apparent re- 
luctance to install these facilities in 
each socket type meter. 

10. While it may be true that the 
socket type meter does occupy less 
space in indoor installations, it must be 
recalled that socket type meters with 
the necessary testing facilities are ap- 
proved by the Commission and are in 
general use within the city of New 
York, on apartment house installations 
indoors involving large numbers of 
meters. The meters in these cases are 
of the socket variety installed in banks 
and in suitable receptacles in such a 
way as to retain the advantages of the 
“S” type meters. 

11. Although it is true that in some 
cases in the past “A” type meters have 
been installed outdoors with enclosures 
that were objectionable to the consum- 
er, photographs of modern outdoor 
meter installations found in meter 
catalogues show that “A” type meters 
and “S” type meters with the required 
testing facilities can be installed out- 


doors, with the size of the metal enclo- 
sure cut down to a minimum, so that 
the relative esthetic beauty of the two 
types of installations becomes a matter 
of personal opinion. 

12. In order to ascertain whether 
there is any appreciable deviation be- 
tween the results of the “as found” 
tests, that is, a test made without dis- 
turbing the position of the meter, and 
the results of tests made by means of 
a test jack, a series of tests were con- 
ducted by (1) the Westinghouse Com- 
pany, (2) the meter superintendent 
of the Jersey Central Power and Light 
Company, and (3) the Electrical Test- 
ing Laboratories, New York city. 

The resulting data of the tests made 
by these organizations was submitted 
as Exhibits Nos. 7, 8, and 9, respec- 
tively. 

A series of tests were made with 
the test jack, previous to which the 
meter and jack were subjected to a 
number of cycles comprising various 
combinations of removal and reinser- 
tion. Ina majority of cases, the fore- 
going “‘as found” tests were repeated 
after these operations had been com- 
pleted. Tests of ten socket type me- 
ters conducted in the laboratories of 
the Westinghouse Company showed 
that the difference between the average 
deviation of “‘as found”’ tests and tests 
with the jack after the operations as 
previously outlined had been com- 
pleted varied from a maximum of 
+0.03 per cent to +0.24 per cent at 
full load and —0.35 per cent to +0.39 
per cent at light load. Tests conduct- 
ed by the staff of the Electrical Test- 
ing Laboratories on five socket type 
meters showed that the difference be- 
tween the average deviation of the 
“as found” tests and tests with the 
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test jack after repeating operations of 
assembling and disassembling varied 
from —0.13 per cent to +0.05 per 
cent at full load and —0.35 per cent to 
+-0.20 per cent at light load. 

The tests made by the meter super- 
intendent of the Jersey Central Power 
& Light Company were conducted on 
the premises of the consumers in con- 
trast to the tests of the Westinghouse 
Company and the Electrical Testing 
Laboratories which were carried out 
in their own laboratories. The Jersey 
Company’s tests were made on meters 
actually in service at nineteen different 
locations which were selected from 
forty meter cards. In this case me- 
ters could not be selected at random 
because of the difficulty of finding lo- 
cations where the test wires could be 
conveniently attached to the service 
and house wires so that customers’ 
meters could be tested in place with- 
out removal from the socket. Upon 
completion of tests on the first four 
meters a poor connection was discov- 
ered in the switch used to stop and 
start the rotating standard. For this 
reason the summary on page 1 of Ex- 
hibit No. 8 records the tests at the re- 
maining fifteen locations. The test 
“in place” was made by attaching leads 
to the service head and to the custom- 
er’s wiring through a cellar or kitchen 
window which was followed by a test 
with the test jack inserted. Before 
test operations were begun in test No. 
3 a series of operations involving the 
removal of and reinserting of the me- 
ter and test jack was repeated five 
times. Following the completion of 
these tests the “‘in place’ test was re- 
peated. 

Taking tests No. 1 and No. 3 as a 
basis of comparison, the figures shown 


37 PUR(NS) 


on page 1 of Exhibit No. 8 indicate, 
for the fifteen meters, a deviation 
varying from —0.15 per cent to +0.32 
per cent at full load and —0.29 per 
cent to +0.56 per cent at light load. 
The figure of +-0.56 per cent resulted 
from the test on a meter that showed 
2 per cent fast on the test “in place.” 


Comments on the Preceding Tests 


[1] It must be conceded that the 
series of tests arranged for the pur- 
pose of determining if the results of 
meter tests made by means of the test 
jack differ from “as found” in tests do 
not point to any appreciable variations. 
It should, however, be borne in mind 
that the tests of the Westinghouse 
Company and the Electrical Testing 
Laboratories were made in laboratories 
under favorable circumstances on new 
meters and might therefore not neces- 
sarily reflect actual field or operating 
conditions. On the other hand, the 
test results submitted by the Jersey 
Central Power and Light Company 
on fifteen meters more nearly repre- 
sent the practical application of the 
test jack in the field. 

On the basis of the results derived 
from the above tests, it might be main- 
tained that sufficient proof has been 
presented to bear out the contention 
of the petitioner’s witnesses that the 
necessary handling of a meter in the 
course of test jack operations does not 
affect its accuracy as compared with 
an “as found” test. 

It is impossible to concur with such 
reasoning. What the tests show is 
that there is a probability that the ac- 
curacy of a socket type meter will not 
be affected by operations concurrent 
with the use of a test jack. It should 
also be borne in mind that the major- 
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ity of meters on consumers’ premises 
that are scheduled for any kind of 
test have been in service for a period 
up to six years during which time they 
have been subjected to extremes of 
actual use. It is, therefore, difficult to 
see how tests made in the laboratory 
and in the field on a limited number of 
meters could furnish an adequate 
cross-section of actual conditions that 
might subsequently become evident in 
the field. 

It is also possible that the results 
obtained with a test jack might vary 
appreciably when testing a meter that 
is defective in some way as would seem 
to be borne out by data submitted in 
the exhibits. The maximum devia- 
tion between the “as found” test and 
the test with a test jack was found in 
atest on Meter No. 33183 of the Jer- 
sey Central Power and Light Com- 


pany which was 2 per cent fast. After 
the meter was cleaned and calibrated, 
the maximum deviation was only 
—0.20 per cent compared with +-0.56 
per cent found previously. 


Summary and Conclusions 


The question before the Commis- 
sion is whether or not there is any 
possibility of the accuracy of an “S” 
type meter being affected by removal 
from its socket in every case. Chair- 
man Maltbie questioned an engineer of 
the Westinghouse Company as fol- 
lows: 


Chairman Maltbie to witness: 

Q. Oh, yes. If the injury is done 
to the meter when you are arranging 
for this test, that will show up in the 
aftertest, wouldn’t it? That will show 
up when you start to measure the cur- 
rent, won’t it? 


A. When you test. 

Q. But that will relate to a condi- 
tion that started after the ring was 
taken off and after the conditions were 
changed from what they were in the 
meter when it was in place. 

A. I can’t see—in order to give you 
an answer, your Honor, on that—I see 
your point clearly now, but I can’t 
conceive of a condition where an ac- 
cident of that order might impair the 
public of any of its just rights. 

Q. You just referred to the break- 
ing of a jewel. 

A. Yes, and after that the meter 
will run well, after it is repaired. 

Q. But it won’t be in the same con- 
dition in which it was when the com- 
plaint was made that led to this test. 

A. A complaint test usually is made 

O. Well, it won’t be in the same con- 
dition that it was in when it was re- 
moved from the wall of the house; 
isn’t that correct? 

A, A complaint test, if I may con- 
tinue, is usually placed in the hands of 
a very qualified— 

Q. Now, now, Mr. Sparkes, an- 
swer the question. No digressions 
now. You know that the answer is 
yes to that. It is obvious to anybody, 
and it ought to be obvious to you. 

A. If you drop something, natural- 
ly— 

QO. If you injure it after you have 
it off the wall, the condition reflects 
the condition afterwards, not as it was 
when the meter was applied to the 
house. 


A. Oh, yes. 


Chairman Maltbie to witness: 
Q. Any test that is made after the 
accident occurs doesn’t measure or 
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show whether the meter was accurate 
before the accident occurred. It can’t. 

A. It all depends upon whether he 
made the test before or after the ac- 
cident. 


Chairman Maltbie to Mr. Connolly: 

Q. Well, now, I am assuming that 
the accident is met with between the 
time that the meter was taken off the 
house and the time that it will be put 
back on the wall again. Wasn’t that 
your question? 

A. Yes, sir. 


Chairman Maltbie to witness: 

Q. That was what I thought. 

Now, the test may show that the 
meter, after the accident, is at fault, 
but it can’t possibly show what the 
condition of the meter was before the 
accident happened. 

That is so, isn’t it? 

A. Well, I believe, your Honor, 
you are referring to complaint tests? 

Q. I am referring to just what is 
in my question. 

A. Yes. I am trying to give a rea- 
sonable answer. 

Q. Well, the answer is so obvious 
that you don’t need to answer if you 
don’t want to. 

A. I would like to, because a meter 
dropped at any time has to be tested, 
and if it is a complaint test, usually a 
very experienced person is sent out to 
do that test operation. He isn’t care- 
less. 


The witness also admitted that such 
injuries have occurred to a meter after 
it was removed from the socket by the 
meter tester : 

“Meters have been dropped and oth- 
er damages have taken place mechani- 
cally, mechanical injury due to the 
fall, and so forth.” 
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That there is still some question in 
the minds of electrical engineers as to 
the propriety of removing an electric 
meter from a socket prior to conduct- 
ing “as found” tests is borne out by 
the petitioner’s expert witnesses, who 
stated that while they believed that the 
meter accuracy was not affected by the 
removal of the meter from its socket, 
if they were required as engineers to 
make a test of an “S”’ type meter, they 
would prefer to test the meter in place 
as it was, without removing it from 
the socket. 


Q. As an engineer of the Electrical 
Testing Laboratories let us assume 
you were called upon to certify as to 
the accuracy of an S type watthour 
meter installed in some consumer’s 
premises. Would you as such an en- 
gineer for the Electrical Testing Lab- 
oratories remove that meter from the 
socket and use a test jack in making 
the test, or would you try to test that 
meter in place as found without dis- 
turbing it prior to your test? 

Witness: 1 would attempt to test 
the meter without disturbing it in any 
way. 

QO. Now, Mr. Lockwood, as a con- 
sulting engineer, let us assume you 
were called upon by a client to certify 
to the accuracy of an S type watthour 
meter installed on that client’s premis- 
es. Would you remove the meter from 
the socket and use a test jack in mak- 
ing the test, or would you try to test 
that meter in place without disturbing 
it prior to making such tests? 

Witness: I would like to get it as 
is, of course, but I don’t feel still that 
the removal makes any difference. 


[2] The Westinghouse Company 
by testimony and in its brief have 
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pointed out that the “S” type meters 
may be tested in place without inher- 
ent facilities being contained in the 
meter, by making connections at the 
service head and customer’s wiring. 
Although this method may be feasible 
under certain conditions, it does not 
appear to be entirely practicable nor 
desirable since it is more hazardous 
for the meter tester and more costly 
from an operating standpoint. 

[3] The requirement “Meters in 
service shall be tested where installed 
on the consumers’ premises and un- 
der local operating conditions” (§ 19, 
Case No. 278) refers specifically to 
“as found” tests. Regardless of how 
this section has been construed by oth- 
ers, it is the opinion of the Commission 
that an “S” type meter is not tested in 
its “as found” condition if it must be 
removed from its socket in order to 
make a test. 

[4] In instances of complaints re- 


garding meter accuracies of meters 
which necessitate tests on the premises 
of the consumer, all doubt must be 
dispelled as to whether the test results 
reflect the performance of the meter, 
with its position undisturbed. For 
this reason the use of the test jack in 
making complaint and referee tests is 
not desirable. 

[5] The possibility that the accura- 
cy of this meter may be affected by 
its removal from the socket has not 
been conclusively disproved and the 
advantages that may be associated ex- 
clusively with socket type meters used 
with a test jack do not appear to be of 
sufficient import to warrant loss of 
assurance that would probably follow 
its general adoption. 

The petition of the village of West- 
field in this matter is denied and the 
action previously taken in this matter 
is confirmed. 








SECURITIES AND EXCHANGE COMMISSION 


Re Northern New England Company et al. 


[File No. 59-15, Release No. 2464.] 


Intercorporate relations, § 19.8 — Integration proceedings — Notice of hearing — 


Nonresident. 


Notice of a proceeding under § 11(b) (2) of the Holding Company Acct, 
15 USCA § 79k (b) (2), relating to corporate simplification and geo- 
graphical integration, is sufficient even as to stockholders of the respondent 
holding company not residing within continental United States, where pur- 
suant to Commission order the notice of, and order for, hearing has been 
duly sent to the respondents by registered mail, distributed to the press, 
mailed to those on the Commission’s mailing list, and published in the 
Federal Register ; and this is so even though the Federal Register Act pro- 
vides that publication in the Federal Register is deemed notice only to 
“persons residing within the continental United States” since the Commis- 
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sion may, in the exercise of its discretion, select the Federal Register as a 
reasonable means of giving notice. 


[January 3, 1941; January 14, 1941.] 
Mores to dismiss notice of, and order for, hearing, or in 
lieu thereof to quash the return of service, in a proceeding 


under § 11 (b) (2) of the Holding Company Act, on the 
ground of inadequacy of notice to nonresidents; motion denied. 


APPEARANCES: Harlow B. Lester 
and Jerome M. Alper, for the Public 
Utilities Division of the Commission ; 
Everett H. Maxcy, of Augusta, 
Maine, and Leonard A. Pierce, of 
Portland, Maine, for New England 
Public Service Company; Bradford 
H. Hutchins and Carroll N. Perkins, 
of Waterville, Maine, for Northern 
New England Company. 


By the Commission: This pro- 
ceeding under § 11 (b) (2) of the 
Public Utility Holding Company Act 
of 1935, 15 USCA § 79k (b) (2), 
was instituted by the issuance of a no- 
tice of and order for hearing which, 
after fixing the date for the commence- 
ment of the hearing, provided that: 

a the secretary of the Com- 
mission shall serve notice of the hear- 
ing aforesaid by mailing a copy of this 
order by registered mail to Northern 
New England Company and New 
England Public Service Company, 
not less than twenty days prior to the 
date hereinbefore fixed as the date of 
the hearing; and that notice of said 
hearing is hereby given to subsidiaries 
of Northern New England Company 
and New England Public Service 
Company, the security holders of 
Northern New England Company, 
New England Public Service Compa- 
ny and subsidiaries thereof, consum- 
ers of said companies, all states, mu- 
nicipalities, and political subdivisions 
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of states within which are located any 
of the utility assets of the Northern 
New England Company holding com- 
pany system or under the laws of 
which any of such companies are in- 
corporated, all state Commissions, 
state securities Commissions and all 
agencies, authorities or instrumentali- 
ties of one or more states, municipali- 
ties, or other political subdivisions hav- 
ing jurisdiction over Northern New 
England Company or New England 
Public Service Company or any sub- 
sidiaries thereof or over any of the 
businesses, affairs, or operations of 
any of them; that such notice shall be 
given further by a general release of 
the Commission, distributed to the 
press and mailed to the mailing list for 
releases issued under the Public Utility 
Holding Company Act of 1935; and 
that further notice be given to all per- 
sons by publication of this order in the 
Federal Register not later than twenty 
days prior to the date hereinbefore 
fixed as the date of hearing ; ‘ 
Our directions were complied with, 
and the notice of and order for hear- 
ing was duly sent to the respondents 
by registered mail, distributed to the 
press, mailed to those on the mailing 
list, and published in the Federal Reg- 
ister. When the hearing convened,’ 
the respondent New England Public 
1 Originally set for Oct. 14, 1940, the hear- 


ing was rs, at the request of respond- 
ents, to Nov. 7, 
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Service Company moved to dismiss 
the notice of and order for hearing, or, 
in lieu thereof, to quash the return of 
service, urging that “no service of 
said notice of and order for hearing 
has been made” upon such of its stock- 
holders as do not reside within conti- 
nental United States. Respondent as- 
serts that certain of its securities are 
held by persons who reside abroad,® 
and contends that under § 8 of the 
Federal Register Act publication in 
the Federal Register is deemed notice 
only to “persons residing within the 
continental United States (not includ- 
ing Alaska).” 

In our opinion respondent’s posi- 
tion is untenable. 

The final order in a proceeding un- 
der § 11 (b) (2), supra, can be ad- 
dressed, by the terms of that section, 
only to a registered holding company 
or subsidiary thereof. Consequently 
the presence of security holders as such 
is not indispensable, and their absence 
does not deprive us of jurisdiction to 
proceed.* But whether under the act 


respondent’s stockholders are entitled 
to notice we need not now decide,’ for 
even assuming the existence of such a 
tight, its requirements are adequately 
met, in our judgment, by the notice 
that has been given. 

While our final order may deal with 
the rights of stockholders, it will be 
addressed only to the corporations, and 
any effect these proceedings may have 
on the rights of stockholders will re- 
sult from such action as the respond- 
ents take pursuant to the order. Con- 
sequently, as to respondents’ stock- 
holders, the proceeding would appear 
to be essentially in rem, the res being 
either the corporation itself or the re- 
lationship of the security holders to 
each other and to the corporation, 
springing from the corporate charter 
and the ownership of securities issued 
thereunder.6 The moving respondent, 
however, has its situs in Maine, under 
whose laws it was organized and 
where it is consequently domiciled. 
Moreover, the rights of respondent’s 
shareholders, as such, also have their 





2 The total shares issued compare to those 
held abroad as follows: 
Total Held 


Title of Issue Issued Abroad 
Prior lien preferred $7 .... 120,000 4,545 
Prior lien preferred $6 .... 60,000 4,190 
Preferred $7 48,154 1,015 
Preferred $6 104,876 1,263 
Convertible preferred $6 ... 4,929 120 
Preferred, adjustment series 450 14 
Common 163,990 1,500 

8 Section 11 (b) of the act provides in part 
as follows: 

“It shall be the duty of the Commission, as 
soon as practicable after January 1, 1938: 


“(2) To require by order, after notice and 
opportunity for hearing, that each registered 
holding company, and each subsidiary com- 
pany thereof, shall take such steps as the 
Commission shall find necessary to ensure 
that the corporate structure or continued ex- 
istence of any company in the holding com- 
pany system does not unduly or unnecessarily 
complicate the structure, or unfairly or in- 
equitably distribute voting power among se- 


curity holders, of such holding company sys- 
tem. Z 

4In any event, it has been long established 
that the failure to join a nonresident “neces- 
sary party” will not defeat jurisdiction. 
Waterman v. Canal-Louisiana Bank & Trust 
Co. (1909) 215 US 33, 54 L ed 80, 30 S Ct 
10. 


5It may well be that in proceedings of this 
type the corporation is to be deemed the 
representative of its stockholders, and that 
notice to the corporation is, consequently, no- 
tice to all of its stockholders. Cf. Sanger v. 
Upton (1875) 91 US 56, 23 L ed 220; Ken- 
nedy v. Gibson (1869) 8 Wall. (75 US) 498, 
19 L ed 476; Hawkins v. Glenn (1889) 131 
US 319, 33 L ed 184, 9 S Ct 739; Bernheim- 
er v. Converse (1907) 206 US 516, 51 L ed 
1163, 27 S Ct 755; Broderick v. Rosner 
(1935) 294 US 629, 79 L ed 1100, 55 S Ct 
589; Egbert v. Abrams (1935) 13 NJ Mis R 
795, 181 Atl 522; Hale v. Hardon (1899) 95 
Fed 747; Sheafe v. Larimer (1897) 79 Fed 
921. 

6 Cf. Atherton v. Atherton (1901) 181 US 
155, 45 L ed 794, 21 S Ct 544. 
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situs in Maine, for rights arising from 
the ownership of stock are deemed, re- 
gardless of where the certificates may 
be, to have their situs at the corpora- 
tion’s domicile.? Consequently, both 
respondent and the rights of its share- 
holders are within our jurisdiction 
which extends, under the act, through- 
out the nation. Under these circum- 


stances, since the act does not specify 
the means of notice, we may, in our 
discretion, select any method of notice 
reasonably calculated to reach any 
stockholder to whom notice may be 
due.® 

Local property of nonresident own- 


ers may, upon notice by publication, 
be escheated, sold for taxes, foreclosed. 
or condemned for public use.!° Simi. 
larly, Congress may authorize the Fed- 
eral courts to set aside, after notice by 
publication, liens on real or personal 
property within the territorial juris. 
diction of such courts, even though the 
lienors may reside beyond the reach of 
process." And a Federal court sitting 
in the state under whose laws a cor- 
poration is organized may, upon no- 
tice by publication, determine the own- 
ership of its shares as between a claim- 
ant and nonresident defendants in pos- 
session of the certificates.” 





7Jellenik v. Huron Copper Mining Co. 
(1900) 177 US 1, 44 L ed 647, 20 S Ct 559; 
Page v. United States (1871) 11 Wall. (78 
US) 268, 20 L ed 135; Miller v. Kaliwerke 
Aschersleben A-G. (1922) 283 Fed 746; 
Thompson v. Terminal Shares (1937) 89 F 
(2d) 652, cert. den. (1937) 302 US 735, 82 
L ed 568, 58 S Ct 121; Hodgman v. Atlantic 
Refining Co. (1921) 274 Fed 104; Doherty 
v. McDowell (1921) 276 Fed 728; see Vidal 
v. South American Securities Co. (1922) 276 
Fed 855, 868. Any application of this doc- 
trine to proceedings under § 11 (b) (2) 
would not be affected by the Uniform Stock 
Transfer Acts since they deal only with sales 
and transfers of ownership, and § 11 (b) (2) 
deals onl-- with the incidents of ownership, in 
whomever title may be vested. Harvey v. 
Harvey (1923) 290 Fed 653. 

8 See, e. g., § 18 (c) of the act, 15 USCA 
§ 79r (c). 

9 Bowling v. United States, 299 Fed 438, 
443. In that case the court stated the doc- 
trine as follows: 

“The kind of notice is not prescribed by 
the statute, but is left to the judgment of the 
Secretary of the Interior. Due process of 
law does not necessarily require personal 
service. The process or proceedings may be 
adapted to the nature of the case; especially 
is this true where no personal judgment is 
sought. (Citing cases.) 

“Any form of notice by which it was rea- 
sonably probable that the parties interested 
would be informed as to the proceeding, 
would be due process of law and sufficient. 
(Citing cases.)” 

10 Hamiiton v. Brown (1896) 161 US 256, 
40 L ed 691, 16 S Ct 585; Ballard v. Hunter 
(1907) 204 US 241, 51 L ed 461, 27 SCt 
261; Arndt v. Griggs (1890) 134 US 316, 
33 L ed 918, 10 S Ct 557; Huling v. Kaw 
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Valley R. & Improv. Co. PS al 130 US 
559, 32 L ed 1045,9 S Ct 

11 Mellen v. Moline toto Iron Works 
(1889) 131 US 352, 33 L ed 178, 9 S Ct 
781; Arndt v. Griggs, supra, note 10, at p. 
327. In the Mellen Case the question was 
whether a judgment in a creditor’s action 
avoiding a mortgage on both personal and 
real property on the ground of fraud was 
binding on the mortgagee’s assignee. The 
mortgagee did not reside within the terri- 
torial jurisdiction of the court, nor was he 
served therein with process. He was served 
outside that jurisdiction, with a copy of the 
order made by the court pursuant to what 
is now Tit. 28, USCA § 118, directing him 
to plead, etc., by a given day. Publication 
was authorized by that statute in the event 
that personal service was impracticable. The 
assignee was held bound by the judgment. 
In the Arndt Case, the Supreme Court cited 
the Mellen Case as sustaining “the validity 
of this statute, and the jurisdiction conferred 
by publication.” 134 US at p. 327 

12 Jellenik v. Huron Copper Mining Co. 
supra, note 7. In that case nonresidents of 
Michigan brought an action in a Federal 
court in that state against a Michigan cor- 
poration and certain Massachusetts residents 
to determine whether the plaintiffs or the 
Massachusetts defendants were the real own- 
ers of certain stock in the defendant corpora- 
tion. The certificates of stock were in the 
possession of the Massachusetts defendants. 
The corporation was served personally, but 
the Masachusetts defendants, under what is 
now Tit. 28 USCA § 118, were served only 
by publication. The Supreme Court, revers- 
ing the judgment of the lower court which 
granted the corporation’s motion to dismiss, 
held: (1) the situs of the stock was Mich- 
igan, the place where the corporation was 
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Nor is it necessary in such cases to 
publish the notice beyond the jurisdic- 
tion in which the affected property has 
its situs.“ The nonresident owner of 
property must, as Mr. Justice Miller 
has said, “take measures that in some 
way he shall be represented when his 
property is called into requisition ; and 
if he fails to do this, and fails to get 
notice by the ordinary publications 
which have usually been required in 
such cases, it is his misfortune, and 
he must abide the consequences.” ™ 
The law “charges every one with 
knowledge of its provisions; of 
its proceedings it must, at times, 


adopt some form of indirect notice. 
9915 


Nonresident stockholders of Ameri- 
can holding companies and_ utility 
companies must anticipate proceed- 
ings concerning such companies or 
their securities before Federal regula- 
tory and administrative bodies of com- 
petent jurisdiction, for “the act of be- 
coming a member [of a corporation] 
is something more than a contract— 
it is entering into a complex and abid- 
ing relation,—and as marriage looks 
to domicil, membership looks to and 
must be governed by the law of the 
state granting the incorporation,”” 





organized; (2) the Massachusetts defendants 
were necessary parties; (3) the notice by 
publication provided in the statute was suf- 
ficient to bind the Massachusetts defendants. 
See also Hodgman v. Atlantic Refining Co., 
Doherty v. McDowell, Vidal v. South Amer- 
ican Securities Co., supra, note 7. 

13Jn Ballard v. Hunter, and Huling v. Kaw 
Valley R. & Improv. Co. supra, note 10, the 
statutes only required the publication of no- 
tice in a newspaper in the county where the 
property was situated. In Hamilton v. 
Brown, supra, note 10, the statute required 
only that notice be published in a newspaper 
in the state. While these cases deal with 
real estate, it would seem that no different 
rule would apply in the case of personal prop- 
erty. Mellen v. Moline Malleable Iron 
Works, supra, note 11. 

In Arndt v. Griggs, supra, note 10, the Su- 
preme Court quoted with approval the follow- 
ing from Dillon v. Heller (1888) 39 Kan 
599, 18 Pac 693: 

‘ we think the question is this: Has 
the state any power, through the legislature 
and the courts, or by any other means or 
instrumentalities, to dispose of or control 
property in the state belonging to nonresi- 
dent owners out of the state, where 
the most urgent public policy and justice 
require that the state and its courts should 
assume jurisdiction over such property? 
Power of this kind has already been exer- 
cised, not only in Kansas, but in all the other 
states. almost any kind of action may 
be instituted and maintained against nonresi- 
dents to the extent of any interest in property 
they may have in Kansas, and the jurisdic- 
tion to hear and determine in this kind of 
cases may be obtained wholly and entirely by 
publication. We think a sovereign 


state has the power to do just such a thing. 
All things within the territorial boundaries of 
a sovereignty are within its jurisdiction; and, 
generally, within its own boundaries a sover- 
eignty is supreme. Kansas is supreme, ex- 
cept so far as its power and authority are 
limited by the Constitution and laws of the 
United States; and within the Constitution 
and laws of the United States the courts of 
Kansas may have all the jurisdiction over 
all persons and things within the state which 
the Constitution and laws of Kansas may give 
to them; and the mode of obtaining this juris- 
diction may be prescribed wholly, entirely, 
and exclusively by the statutes of Kansas. To 
obtain jurisdiction of everything within the 
state of Kansas, the statutes of Kansas may 
make service by publication as good as any 
other kind of service.” 


14 Huling v. Kaw Valley R. & Improv. Co. 
supra, note 10, 130 US at p. 564. 


15 Ballard v. Hunter, supra, note 10, 204 
US at p. 262. 

16 Brandeis, J., in Broderick v. Rosner 
(1935) 294 US 629, 643, 644, 79 L ed 1100, 
55 S Ct 589, quoting from Modern Woodmen 
of America v. Mixer (1925) 267 US 544, 
551, 69 L ed 783, 45 S Ct 389. Thus in Can- 
ada Southern R. Co. v. Gebhard (1883) 109 
US: S27, 537, 27 Led 1020 3 S Gt 3a. 
was held that American security holders of a 
Canadian corporation were bound by a cor- 
porate readjustment effected under Canadian 
law. The Americans had not participated in 
the readjustment proceedings which were 
held after notice had been published in an 
official Canadian Gazette as required by the 
statute. After noting the Canadian security 
holders were bound by the readjustment, Mr. 
Chief Justice Waite said: 

*, . every person who deals with a for- 
eign corporation impliedly subjects himself to 
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and, if the corporation engages in in- 
terstate commerce, by the law of the 
United States.” 

The Federal Register is the publica- 
tion prescribed by law for the adver- 
tising of notice of proceedings under 
the Public Utility Holding Company 
Act of 1935.%% Therefore, anyone 
whose securities are likely to be affect- 
ed by such proceedings might reason- 
ably be expected, in the exercise of or- 
dinary prudence, to consult the Regis- 
ter as the one publication ordinarily 
used for the advertising of such pro- 
ceedings. Consequently the Register 
would appear to be at least as good a 
medium of notice as any privately 
owned newspaper circulated in conti- 
nental United States. It follows that 
although the Federal Register Act does 
not, as a matter of law, make publica- 
tion in the Register notice to those re- 
siding outside continental United 
States, there is no reason why we may 
not, in the exercise of our discretion 
to choose a reasonable means of giv- 
ing notice, select the Register as the 
medium for advertising the pendency 


of proceedings before us. The mo. 
tion is, therefore, in all respects denied, 
An appropriate order will issue. 


ORDER 


The Commission having issued, on 
September 11, 1940, its notice of and 
order for hearing herein, pursuant to 
§ 11 (b) (2) of the Public Utility 
Holding Company Act of 1935; and 
15 USCA § 79k (b) (2); and 

Notice of said hearing having been 
duly given in the manner prescribed 
by said notice of and order for hear- 
ing ; and 

New England Public Service Com- 
pany, one of the respondents herein, 
having moved to dismiss the said no- 
tice of and order for hearing or, in 
lieu thereof, to quash the return of 
service of said notice and order, on the 
ground that no service of said notice 
of and order for hearing has been 
made upon such of said respondent's 
stockholders as do not reside within 
the continental United States ; and 

Oral argument having been had be- 
fore the Commission, the Commission 





such laws of the foreign government, affect- 
ing the powers and obligations of the corpora- 
tion with which he voluntarily contracts, as 
the known and established policy of that gov- 
ernment authorizes. To all intents and pur- 
poses, he submits his contract with the cor- 
poration to such a policy of the foreign gov- 
ernment, and whatever is done by that 
government in furtherance of that policy which 
binds those in like situation with himself, who 
are subjects of the government, in respect to 
the operation and effect of their contracts 
with the corporation, will necessarily bind 
him. He is conclusively presumed to have 
contracted with a view to such laws of that 
government, because the corporation must of 
necessity be controlled by them. 

17 Electric Bond & Share Co. v. Securities 
and Exchange Commission (1938) 303 US 
419, 82 L ed 936, 22 PUR(NS) 465, 58 S Ct 
678, 115 ALR 105; Re Community Power & 
Light Co. (1940) "33 *F Supp 901, 35 PUR 
(NS) 135. 


18 Section 5 (a) (2) of the Federal Regis- 
ter Act provides: “There shall be published 
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in the Federal Register . such docu- 
ments or classes of documents as the Presi- 
dent shall determine from time to time to 
have general applicability and legal effect; 


" The executive order of May 28, 1938, reads 


in part: “The following documents or classes 
of documents issued by the Federal agencies 
listed below, . . are hereby determined 
pursuant to § 5 (a) (2) of the act to be of 
general applicability and legal effect: 
(1) Notices of public hearings or of oppor- 
tunities to be heard pursuant to the 
authority contained in: Public Utility Hold- 
ing Company Act of 1935. 

19Cf, Rule U-6 promulgated “under the 
Public Utility Holding Company Act of 1935. 
Section 20 (c) of that act, 15 USCA § 79t 
(c), which was enacted after the Federal 
Register Act, provides that the Commission's 
rules and regulations shall be “effective upon 
publication in the manner which the Commis- 
sion shall prescribe.” The Commission, by 
Rule U-6, chose to publish its rules in the 
Federal Register. 
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having fully considered the matter 
and this day issued its opinion ; 

It is ordered that said motion be, 
and the same hereby is, in all respects 
denied. 


uary 6, 1941, 311 US —, 85 Led —, 
61 S Ct 376, 9 USLW 4113; and 

It is further ordered that there be 
added at the end of the fourth line of 
footnote 7 appearing on page 4 of 
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a Re Nekoosa-Edwards Paper Company 

‘docu | 

Presi- [File No. 31-491, Release No. 2389.] 

me to 

fect ; Intercor porate relations, § 19.24 — Holding company exemption — Manufactur- 

‘i ing company. 

lasses 1. A corporation engaged in the manufacture and sale of paper and paper 

encies products should be granted exemption for itself and its subsidiary, pur- 

rage suant to § 3(a)(3) of the Holding Company Act, 15 USCA § 79c(a) (3) 

iin where its assets exceed $5,000,000, it has an installed hydroelectric capac- 

yppor- ity of more than 9,000 kilowatts as well as steam electric plant capacity 

o the of approximately 6,000 kilowatts, it has generated more than 72,000,000 

Hold- kilowatt hours during the preceding year, of which less than 2,000,000 


kilowatt hours were sold to its subsidiary for distribution, while the total 

assets of the subsidiary are less than $200,000, since it is thus shown to 

be primarily engaged in a business other than that of a public utility com- 

pany, and retail distribution of part of the electric energy by the wholly 

owned subsidiary is incidental to the applicant’s business, p. 18. 
Intercorporate relations, § 19.24 — Holding company exemption — Necessity for 

decision. 

2. It is unnecessary for the Commission to consider whether or not an 

[2] 17 37 PUR(NS) 
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applicant for exemption from registration pursuant to § 3(a)(3) of the 
Holding Company Act derives any material part of its income from , 
subsidiary when the applicant owns all of the outstanding securities oj 
its public utility subsidiary, since the situation in that respect is covered 
by Clause (B) of § 3(a)(3) of the act, p. 18. 


[November 19, 1940.] 


epameeucad by manufacturing company for exemption 
from provisions of Holding Company Act pursuant to 
§ 3(a)(3); application granted. 


APPEARANCE: J. Butler Walsh of 
the Public Utilities Division of the 
Commission; no appearances for Ne- 
koosa-Edwards Paper Company. 


By the Commission: Nekoosa-Ed- 
wards Paper Company (hereinafter 
referred to as “Applicant”) has ap- 
plied, pursuant to § 3 (a) (3) of the 
Public Utility Holding Company Act 
of 1935, 15 USCA § 79c (a) (3) for 
exemption from the provisions of said 
act for itself as a holding company and 
for Nekoosa-Edwards Light and Pow- 
er Company as its subsidiary. After 
appropriate notice a hearing was held. 

[1,2] The Applicant is a Wisconsin 
corporation engaged in the manufac- 
ture and sale of paper and paper prod- 
ucts. In plants for the manufacture 
of such products are located at or near 
Port Edwards and Nekoosa, Wiscon- 
sin. Its property, plant, and equipment 
account is recorded on its balance sheet 
as of December 31, 1939 at the net 
figure of $5,490.306. This includes 
the carrying value of four hydroelec- 
tric plants having an aggregate in- 
stalled capacity of approximately 9,250 
kilowatts and two steam electric plants 
with an aggregate installed capacity of 
approximately 6,000 kilowatts which 
are used to supply Applicant’s manu- 
facturing requirements. During the 
year 1939, Applicant generated 72,- 
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664,660 kilowatt hours, of which 1- 
889,348 kilowatt hours were sold to its 
subsidiary, Nekoosa-Edwards Light 
and Power Company, for distribution 
in the communities in which Appli- 
cant’s manufacturing plants are lo- 
cated. 

Applicant owns all the outstanding 
securities, consisting of common stock, 
of Nekoosa-Edwards Light and Pow- 
er Company, also a Wisconsin corpora- 
tion. This company is a public utility 
company engaged in the distribution of 
electric energy at retail in the commu- 
nities of Port Edwards and Nekoosa, 
Wisconsin. The entire requirements 
for electric energy of this company are 
supplied by Applicant. The total as- | 
sets of Nekoosa-Edwards Light and 
Power Company are recorded on its 
books at $178,702. Applicant records 
its investment in this company at 
$45,000. 

It is apparent from this comparison 
of Applicant’s fixed capital investment 
in its principal business, and the in- 
vestment of its wholly owned subsid- 
iary in utility assets, that Applicant is 
primarily engaged in a business other 
than that of a public utility company. 
In view of the character of Applicant's 
manufacturing business and the use of 
electric energy in such business, we 
find that the retail distribution of part 
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of the electric energy generated by Ap- 
slicant by a wholly owned subsidiary 
company in the communities in which 
Applicant’s manufacturing plants are 
located is incidental to Applicant’s 
business. 


Since Applicant owns all the out- 
sanding securities of its public utility 
subsidiary, it is unnecessary for us to 
consider whether or not Applicant de- 


that respect being covered by clause 
(B) of § 3 (a) (3), supra. 

The order of the Commission will 
exempt the Applicant from all provi- 
sions of the act that would require its 
registration thereunder because of its 
control over its subsidiary public util- 
ity company, Nekoosa-Edwards Light 
and Power Company. 

An appropriate order will issue. 
[Order omitted. | 
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the company by the secretary of the 
Commission on May 31, 1940, be- 
cause, in the opinion of the Commis- 
sion, it did not comply with the re- 
quirements of § 110 of the Public 
Service Law. This contract called for 
a price of $347,900 which included a 
10 per cent profit. This original con- 
tract provided for substantially the 
same arrangements as are provided 
for in both the contract and licensing 
agreement presently under considera- 
tion. 

The contract in its present form 
was filed with the Commission on Au- 
gust 9, 1940. On September 4, 1940, 
the company, by Mr. B. G. Neilson, 
vice president, agreed, in answer to a 
letter of September 3rd from M. T. 
Bennett, assistant director, research 
and valuation, that investigation of 
the contract could be charged to the 
present cases in order that the work 
could be facilitated by use of revolv- 
ing fund employees of the Commis- 
sion. 

On October 2, 1940, a memoran- 
dum was submitted to the Commission 
by Mr. Bennett which was ordered 
filed by the Commission on October 
8th at which time an order was en- 
tered setting a hearing for October 
21st. 


Nature of Testimony at October 21st 
Hearing 


Practically all the testimony for the 
company was presented by Mr. Harry 
L. Nickerson, chief engineer of the 
Brooklyn Union Gas Company. The 
record of the hearing comprises. 63 
pages and 6 exhibits. 

Mr. Nickerson testified with respect 
to the value of the proposed plan to 
the Brooklyn Union Company but did 
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not attempt to produce testimony o 
evidence with respect to the cost to the 
affiliated Koppers Company. It was 
pointed out that the construction cop. 
tract is a contract to build the plant a 
cost, but that the total cost including 
the contractor’s overheads, etc., shall 
not exceed $317,660. The licensing 
agreement for the use of the Rams. 
burg process of adding oil to the coal 
provides for payments of $6,000 per 
year over a period of five years 
amounting to a total of $30,000 in ad. 
dition to the construction contract 
which was contended to be the lowest 
amount for which its use could be ob- 
tained. Counsel for the company con- 
tended that the fact that a patent had 
been issued by the United States 
Patent Office was prima facie evi- 
dence of the validity of the claims and 
stated that he knew of no way of pro- 
ducing any evidence with respect to 
the cost to the Koppers Company of 
developing and obtaining this patent. 
Counsel for the company claims that 
the licensing agreement does not come 
within the provisions of § 110. It 
was admitted that no other contrac- 
tors had been approached for a pro- 
posal for construction of the plant. 
The company claims Koppers Co. to 
be the largest and most experienced 
company manufacturing or building 
light oil plants in this country. 


Economic Benefits to Brooklyn 
Union Gas Company 


Mr. Nickerson testified that with- 
out the use of the Ramsburg process 
for adding oil to the coal the estimat- 
ed profit to the Brooklyn Union Con- 
pany on the operation of the light al 
plant would be but $84,000 per year. 
He stated the opinion that because of 
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RE BROOKLYN UNION GAS CO. 


the somewhat uncertain conditions of 
the market for the product this was 
not in his opinion adequate profit in 
order to justify the investment which 
would be required to make it. How- 
eer, by using the Ramsburg process 
Mr. Nickerson estimates an additional 
rofit from the operation of the plant 
of $88,200 which would make the 
total margin for the plant operation 
$172,200 per year. Mr. Nickerson 
testified at some length with respect to 
the negotiations with the contractor 
and with the possible purchasers of 
the light oil products from the plant. 


Contracts for Sale of Products 


The light oil plant will produce two 
products, the sale of which will be 
separately contracted for. 

The contract for the sale of motor 
benzol is with the American Oil Com- 
pany of Baltimore for a term of one 
year with an additional year extendi- 
ble at the option of the purchaser. 
This contract is cancelable at the op- 
tion of the purchaser on or before 
May 10, 1941, if production is not 
started in the plant by May 1, 1941. 
Since the construction of the plant 
will take five months, and one month 
to be ready to deliver the product, the 
danger arises that the contract for 
motor benzol may be canceled unless 
construction is started by November 
first. This is stated as the principal 
necessity for speedy action by the 
Commission. 

The price for the motor benzol is 
10.25 cents per gallon f.o.b. the Buy- 
ers Barges at Greenpoint works of the 
Brooklyn Union Company. Mr. 
Nickerson stated that the present 
market price for this product is 
around 9 cents per gallon and that if 


he was not assured of the disposal of 
the motor benzol he would not recom- 
mend building of the plant, and if the 
commencement of the construction 
were delayed beyond a time of begin- 
ning which would allow the plant to 
be in production by May 1, 1941, he 
believed they would have to “call the 
whole thing off.” 

The sale of residual distillate is not 
yet contracted for. Mr. Nickerson 
testified that the most favorable pro- 
posal is one from Eastern Gas and 
Fuel Associates, an affiliated compa- 
ny of Everett, Mass. He related the 
negotiations with other prospective 
purchasers and testified that in the 
event of an advance in prices of toluol 
and xylol, the Eastern proposal would 
yield a better price because of the 
method of arriving at the price for 
residual distillate from the prices re- 
ceived by the purchaser for his refined 
products. 


Summary 


The possibility of cancellation of 
the contract for sale of motor benzol 
necessitates speedy decision. This 
contract appears to be favorable under 
today’s market conditions. 

The products of the proposed plant 
are necessary for National Defense, 
but the company would not install the 
plant if it were to make a profit of 
only $84,000 per year. 

Use of the Ramsburg patent would 
increase the quantity of the products 
needed for National Defense and 
would increase the prospective profit 
to the Brooklyn Union Company to an 
amount estimated to be $172,200 per 
year. Use of the patent would re- 
quire payment of at least $30,000 over 
a period of five years plus its use free 
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for five more years, the life of the 
patent, to an affiliate without any 
showing on the record of the cost to 
the affiliate and without showing any 
facts with respect to the validity of 
the patent beyond the fact of its is- 
suance. It is contended no proofs can 
be offered as to cost and that the 
patent itself is prima facie proof of its 
validity. It was claimed by the wit- 
ness that he had been informed that 
the Koppers Company had_ spent 
$100,000 in developing the patent. 
The contract for the construction 
of the plant is at so-called cost with 
an upper limit of price at a not exces- 
sive level. No witness was produced 


from the Koppers Company, nor for 
that matter Mr. B. G. Neilson, vice 
president of the purchasing company, 
who signed the construction contract 
(as also did Mr. Nickerson) for 
Brooklyn Union, was not called, and 
consequently no record was obtained 
on what was in the minds of the par- 
ties with respect to interpretations of 
the contract. 

From the record, it appears that the 
proposed contract is not against the 
public interest. The contract should 
be filed and the investigation closed 
upon the records of the Commission, 

A proper order is hereto attached, 
[Order omitted. ] 
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Public Utility Commission 


Clarence T. Hawks 


[Complaint Docket No. 13410.] 


Public utilities, § 79 — What constitutes — Gas well owner — Ownership of line. § 
One who owns a natural gas well and sells gas to the public through field § 


gathering and transmission lines 


operates as a public utility although cus- | 


tomers furnish the necessary pipe to distribute the gas to their respective | 


homes. 


[November 25, 1940.] 


C 


OMPLAINT against gas well operator for violation of law by 
furnishing gas without submitting to regulation; complaint 


sustained. 


By the Commission: This matter 
is a complaint upon the Commission’s 
own motion against Clarence T. 
Hawks as a public utility for violation 
of the Public Utility Law by render- 
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ing natural gas service to the public in 
the vicinity of Butler, Butler county, 
without first having obtained a certifi- 
cate of public convenience, and by his 
failure to have on file with the Com- 
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PUBLIC UTILITY COMMISSION v. HAWKS 


mission either a tariff of rates cover- 
ing such service or annual reports. 

Respondent filed answer to the 
Commission’s complaint of September 
4 1940, stating that, inasmuch as the 
respondent and customers are coown- 
ets in the furnishing of gas service he 
was unaware that he was violating the 
Public Utility Law. The respondent 
further alleged that never at any time 
was it his intention to enter the busi- 
ness of retailing natural gas to the 
public. However, he stated his gross 
earnings therefrom are $50 to $60 
per month, and net earnings $25 to 
$30 per month. 

Hearing was held on October 2, 
1940, testimony adduced, and the mat- 
ter submitted on the record. 

Respondent, an individual, began, 
during 1933, to sell gas to the public 
from two wells drilled by him and 
several associates. From time to time 
additional customers were added, al- 
though some applicants were refused 
service due to insufficient supply of 
gas, and there are presently approxi- 
mately twenty customers receiving 
service, 

We are not informed when or how 
respondent acquired the wells of 
which he is now the sole owner. He 
also owns the field gathering and 
transmission lines consisting of ap- 
proximately 11,000 feet of 2-inch pipe 
and 150 feet of 14-inch pipe which 
convey the gas from the wells to the 
distribution system; the customers 
furnished the necessary pipe to dis- 
tribute the gas to their respective 
homes. 

Prior to December, 1939, respond- 
ent sold his gas at a specified rate of 
35 cents per thousand cubic feet with 


aminimum monthly charge of $1. At. 


that time, the supply of gas being in- 
adequate for the customers’ needs, due 
to the failure of one of the wells, re- 
spondent agreed to connect the system 
to the lines of another public utility 
operating in the vicinity in order to 
obtain a sufficient supply, and in- 
creased the rates to 70 cents net per 
thousand cubic feet of gas, and the 
minimum charge to $1.50. 

Respondent admitted he had never 
made application for a certificate of 
public convenience and had not filed 
with the Commission either a pub- 
lished schedule of tariff rates or an- 
nual reports, and furthermore he ad- 
mitted he had been advised by the 
Commission, prior to September 18, 
1940, the date he filed answer to the 
instant complaint, that in order to op- 
erate legally it was necessary that he 
file an application for and be granted 
a certificate of public convenience and 
that it would be necessary to file tariff 
rates and annual reports. 

The present question which this 
case presents is whether the respond- 
ent is a public utility. 

Section 2 (17) (a) of Art. I of the 
Public Utility Law provides as fol- 
lows: 

“ “Public utility’ means persons or 
corporations now or hereafter owning 
or operating in this commonwealth 
equipment, or facilities for (a) pro- 
ducing, generating, transmitting, dis- 
tributing or furnishing natural or arti- 
ficial gas, electricity, or steam for the 
production of light, heat, or power to 
or for the public for compensa- 
tion.” 

Respondent contends in his answer 
to the instant complaint that since the 
customers furnished some of the pipe 
line they are coowners in the furnish- 
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ing of gas and infers that he is there- 


fore not under the jurisdiction of the 


Commission. 

The evidence establishes the fact 
that respondent is the sole owner of 
the gas in the wells, as well as of the 
additional gas he purchases from an- 
other public utility, and he does trans- 
mit, distribute, and furnish that gas to 
the public for compensation. Re- 
spondent is a public utility. Re- 
spondent is so operating without a 
certificate of public convenience. He 
is not complying with the regulations 
under which the Commission is func- 
tioning, and he failed to file either a 
tariff of rates covering gas service or 
annual reports; therefore, 


Now, to wit, November 25, 1940 jt 
is ordered: 

1. That Clarence T. Hawks, te. 
spondent, comply with Art. II, § 202 
of the Public Utility Law by filing ap. 
plication for the Commission’s ap. 
proval of rights to render gas service 
to the public. 

2. That respondent file, post, and 
publish, according to law, his tariff 
and schedule of rates covering such] 
service. 

3. That respondent file with the 
Commission an annual report for 
1939. 

4, That respondent fully comply 
with all the foregoing orders within 
thirty days of service of this order. 





ILLINOIS SUPREME COURT 


John E. Barry 


Uv 


Commonwealth Edison Com pany 


[No. 25582.] 
(— Ill —, 29 NE(2d) 1014.) 


Payment, § 45 — Service denial to enforce — Disputed bill. 
1. The rule that a public utility may enforce a reasonable regulation that 
service to a customer may be shut off for default in payment does not 
apply where there is a bona fide dispute either as to the customer’s liability 
or as to the correctness of the bill rendered, as the right to discontinue 
cannot be exercised to coerce the customer into paying a bill which is unjust 
or which in good faith is disputed, p. 26. 


Damages, § 2 — Jurisdiction of Commission. 
2. The Commission has no authority to award damages for discontinuance 
of service, p. 26. 

Procedure, § 36 — Res adjudicata or estoppel — Issues determined. 


3. A judgment or ruling operates as an estoppel only as to those matters in 
issue or points controverted upon the determination of which a finding of 
verdict was rendered, p. 27. 
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Procedure, § 36 — Res adjudicata or estoppel — Issues determined. 
4. A finding by the Commission that a customer is not entitled to repara- 
tions for overpayment is not a finding that a public utility might discontinue 
service because of a disputed claim although the Commission proceeding 
was based upon the action of the utility in refusing to restore discontinued 
service until an amount demanded was paid; and such finding is not a 
bar to an action in court for damages because of service denial, for recov- 
ery of the payment, and for damages for slander because of a charge of 


theft of current, p. 27. 


[October 11, 1940. Rehearing denied December 4, 1940.] 


x from judgment of appellate court affirming dismissal 

of suit by customer against utility company based upon 

discontinuance of service; reversed and remanded with direc- 
tions to overrule motion to strike complaint. 


AppEARANCES: Lloyd T. Bailey, of 
Chicago (Joseph W. Bailey, of 
Chicago, of counsel), for appellant; 
Isham, Lincoln & Beale, of Chicago 
(Roland K. Smith, Jr., Justin A. 
Stanley, and James P. Dillie, all of 
Chicago, of counsel), for appellee. 


Gunn, J.: Appellant, John E. Bar- 
ty, brought suit in the superior court 
of Cook county against the Common- 
wealth Edison Company for damages. 
Upon motion of defendant the su- 
prior court dismissed the suit, which 
action was affirmed in the appellate 
court, and we have allowed a petition 
toappeal to this court. 

The complaint consisted of three 
counts. The first one alleges, in sub- 
stance, that Barry was a user of elec- 
tric current furnished by appellee, and 
that, on November 24, 1936, the latter, 
over the protests of appellant, discon- 
nected the wires and meters from his 
place of business and deprived him of 
electric service, and refused to restore 
such service until he had paid the sum 
of $697; that plaintiff was willing to 
pay what, if anything, he owed, and 
such disconnection thereby damaged 


him. The second count of the com- 
plaint charged substantially the same 
except that, by reason of the cutting 
off of the electric service, appellant 
was compelled to close his business and 
thereby suffered damages. The third 
count charges appellee with slander in 
that, through its agents, it charged ap- 
pellant with being a thief by stealing 
electric current. 

Appellee filed a motion to strike the 
complaint and as ground therefor al- 
leged that plaintiff had filed a petition 
before the Illinois Commerce Commis- 
sion for reparations and that, after a 
hearing, such complaint had been dis- 
missed. A copy of the proceedings 
before the Commission accompanied 
the motion. Plaintiff’s petition before 
the Commission alleged appellee had 
cut off his electric service; that appel- 
lant had been accused of unlawfully 
taking electricity; that he had denied 
the charge and that appellee would not 
resume service until appellant agreed 
to pay $800, $200 of which paid in 
cash and the balance at the rate of 
$200 per month, and prayed he be ex- 
onerated from the unjust charges 
made against him, and that appellee 
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be required to return the excess money 
he had paid. At the hearing appellee 
reduced its demand to $697. Appellee 
admitted that it had refused to render 
plaintiff further service until he had 
paid the sum of $800, the estimated 
amount of current alleged to have 
been taken. The Commission, in 
its order, recited that if it appeared 
the utility had cut off the serv- 
ice in good faith it would not de- 
termine whether the current had been 
obtained by fraud, but would leave the 
parties to their remedies at law, and 
that it would make its finding upon 
this basis. The Commission found the 
current had been cut off; that the 
defendant would not resume service 
unless paid the sum of $800; that this 
sum was paid under protest; that a 
pole in the alley back of appellant’s 
place of business which carried electric 
wires showed signs of burning, and 
that a check meter indicated more cur- 
rent was being consumed than was dis- 
closed by the meter installed upon the 
premises of plaintiff. The Commis- 
sion found that plaintiff had not given 
a satisfactory explanation of these 
facts and that, therefore, the defend- 
ant had not acted without probable 
cause, and thereupon entered an order 
that the complaint for reparations be 
dismissed and the parties left to their 
respective remedies at law. The only 
point in this case is whether the finding 
and order of the Commission consti- 
tute an adjudication which bars the 
plaintiff from prosecuting this suit. 
The gravamen of the first two 
counts in the complaint at law is that 
the appellee, over the protest of appel- 
lant, cut off electric service to compel 
appellant to pay a charge for electric 
current which he claims he did not 
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owe, and which, under duress and pro- 
test he did pay, in order to procure q 
resumption of service. 

[1] Asa general rule a public utility 
furnishing water, gas, or electricity to 
the public may adopt and enforce as 
a reasonable regulation that such sery- 
ice to the customer may be shut off 
from one who has defaulted in pay- 
ment therefor. Steele v. Clinton Elec. 
tric Light & P. Co. (1937) 123 Conn 
180, 19 PUR(NS) 483, 193 Atl 613, 
112 ALR 232, annotation. An excep- 
tion to this rule, however, is to be 
observed where there is a bona fide dis- 
pute either as to the customer’s liabil- 
ity or as to the correctness of the bill 
rendered. The right to discontinue 
service cannot be exercised so as to 
coerce the customer into paying a bill 
which is unjust or which the customer 
in good faith, and with show of rea- 
son, disputes. Otherwise the utility, 
in effect, would pass judgment upon 
its own case. Steele v. Clinton Elec- 
tric Light & P. Co., supra; Ten Broek 
v. Miller (1927) 240 Mich 667, PUR 
1928B 369, 216 NW 385, 55 ALR 
768 ; Schoening v. Paducah Water Co. 
(1929) 230 Ky 453, PUR1930A 302, 
19 SW(2d) 1073; Kentucky Utilities 
Co. v. Warren Ellison Cafe (1929) 
231 Ky 558, 21 SW(2d) 976; Me- 
Entee v. Kingston Water Co. (1900) 
165 NY 27, 58 NE 785; Sims v. Ala- 
bama Water Co. (1920) 205 Ala 378, 
87 So 688, 28 ALR 461; Dodd v. At 
lanta (1922) 154 Ga 33, 113 SE 166, 
28 ALR 465. 

[2] The Public Utilities Act, Ill 
Rev. Stat. 1939, Chap. 1113, § le 
seq., does not authorize the Commerte 
Commission to award damages in 2 
case of this kind. Section 38 of that 
act (Ill. Rev. Stat. 1939, Chap. 1113, 





pal 


mi 


\t] 613, 


| EXCep- 
; to be 
ide dis- 
s liabil- 
the bill 


utility, 
it upon 


Stilities 
(1929) 


BARRY v. COMMONWEALTH EDISON CO. 


par. 38) requires a utility to furnish 
all persons who apply therefor, and 
who are reasonably entitled thereto, 
siitable facilities without discrimina- 
tion and without delay. Section 72 
(par. 76) of the same statute provides 
the Commission may award repara- 
tions when a utility has charged an ex- 
cessive or unjustly discriminatory 
amount for its product or services. 
Appellant’s petition before the Com- 
mission for reparations was for the 
purpose of recovering the amount he 
was required to pay appellee in order 
to obtain a resumption of service. 
There was no attempt to obtain dam- 
ages suffered by cutting off the service, 
and had such a claim been included in 
the petition the Commission could not 
have awarded him compensation for 
this wrong as it was beyond its juris- 
diction. The sole power of the Com- 
mission comes from the statute. Chi- 
ago R. Co. v. Commerce Commission 
ex tel. Chicago Motor Coach Co. 
(1929) 336 Ill 51, PUR1930A 385, 
167 NE 840, 67 ALR 938; Lambdin 
v. Commerce Commission ex rel. As- 
sumption Mut. Teleph. Co. 352 Il 
104, PUR1933C 348, 185 NE 221; 
Commerce Commission ex rel. East 
St. Louis, C. & W. Railway v. East 
St. Louis & C. R. Co. (1935) 361 II 
06, 198 NE 716. Not only is there 
nothing in the statute giving the Com- 
merce Commission authority to deter- 
mine liability growing out of a dis- 
continuance of service, but such power 
is excluded by § 74 (par. 78) of the 
Public Utilities Act, which provides 
that “This act shall not have the effect 
to release or waive any right of action 
by the state, the Commission, or by 
any body politic, municipal corpora- 
tion, person, or corporation for any 


right or penalty which may have arisen 
or accrued or may hereafter arise or 
accrue under any law of this state.” 
It is urged, however, that the find- 
ing and order of the Commission that 
it was not established appellee had dis- 
continued service without probable 
cause, operated as a bar or estoppel 
to the maintaining of the present suit. 
[3] At the outset in the considera- 
tion of the doctrine of res judicata or 
estoppel it must be noted that there is 
a wide difference between the effect of 
a judgment or ruling as a bar against 
the prosecution of a second action be- 
tween the same parties upon the same 
claim or demand, and its effect, as an 
estoppel, in another action between the 
same parties upon a different claim or 
demand; in the former it is conclusive 
not only as to every matter which was 
offered to sustain or defeat the claim 
or demand, but as to any other matter 
which might have been offered for that 
purpose. Markley v. People ex rel. 
Kochersperger (1898) 171 Ill 260, 49 
NE 502, 63 Am St Rep 234; Baldwin 
v. Hanecy (1903) 204 Ill 281, 68 NE 
560; Harding Co. v. Harding (1933) 
352 Ill 417, 186 NE 152, 88 ALR 
563. Where, however, the second ac- 
tion between the parties is upon a dif- 
ferent claim or demand, the judgment 
or ruling in the trial action operates as 
an estoppel only as to those matters in 
issue or points controverted upon the 
determination of which the finding or 
verdict was rendered. Riverside Co. 
v. Townshend (1886) 120 I119,9 NE 
65; People ex rel. Mercer v. Wyanet 
Electric Light Co. (1922) 306 III 377, 
137 NE 834; Hoffman v. Hoffman 

(1928) 330 Ill 413, 161 NE 723. 
[4] The present suit does not in- 
volve the same claim or issue as that 
37 PUR(NS) 
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presented before the Commerce Com- 
mission and, therefore, the rule that 
everything that might have been liti- 
gated is settled does not apply. In or- 
der that the finding of the Commission 
operate as an estoppel under the other 
branch of the rule there must have 
been an issue decided against appellant 
that is material to his right of recovery 
in the present suit. Such an order or 
finding does not appear in the record. 
The finding that appellant was not en- 
titled to reparations for overpayment 
is not a finding that appellee might dis- 
continue service because of a disputed 
claim; the one issue involves the re- 
payment of specific money collected in 
excess of the legal rate, while the other 
involves a claim for unliquidated dam- 
ages resulting to appellant’s business 
from the abuse of power under the 
particular circumstances alleged. The 
good faith of appellee, or the fact it 
might eventually prove to be right in 
the dispute, does not justify the coer- 
cive power of discontinuing service to 
terminate in its own favor a bona fide 
dispute with another. 

Moreover, the order of the Com- 
mission which left the parties to their 
respective remedies at law indicates it 
did not determine or adjudicate any 
question which was properly cogniza- 
ble before a court, nor indeed would 
it have such power in view of the res- 
ervation contained in § 74, supra. 
Not only the general principles of law 
applicable to this situation, but also the 
Commission’s disposition of the mat- 
ter without prejudice to the parties’ 
rights at law, render the doctrine of 
estoppel inapplicable. 

It is also urged that appellant should 
have appealed from the order of the 


Commission to the circuit court unde 
§ 68 (par. 72) of the Public Utilities 
Act, but under this section the cour 
could not have passed upon any ques. 
tion beyond the jurisdiction of the 
Commission, but is required to decide 
it solely upon the record certified by 
the Commission. j 

The cases cited by appellant upon 
the question of estoppel do not apply. 
In all of the cases cited it appears the 
question determined by the board en- 
tering the initial order, and urged as 
an estoppel, was one within its juris- 
diction, and the parties later attempt. 
ed to relitigate the same matter ina 
different tribunal, which brought such 
cases within the second branch of the 
rule noted above. The holdings in 
these cases do not conflict with any- 
thing said herein but only apply toa 
situation that does not exist in the 
present suit. 

What we have said heretofore has 
had particular reference to the first 
two counts of the complaint. The 
third count charged slander, and cer- 
tainly, under no view of the case, could 
the plaintiff be estopped from main- 
taining such an action. 

The judgments of the appellate 
court for the first district and the sv- 
perior court of Cook county are re- 
versed and the cause remanded to the 
superior court of Cook county, with 
directions to overrule appellee’s motion 
to strike appellant’s complaint. 

Reversed and remanded, with direc- 
tions. 


Suaw, J. (specially concurring): 
I agree with the conclusion reached in 
this opinion but not with all that is said 
therein. 
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HAGERTY v. SOUTHERN BELL TELEPHONE & TELEGRAPH CO. 


FLORIDA SUPREME COURT 


Walter M. Hagerty 


Vv 


Southern Bell Telephone & Telegraph 


Company, Incorporated 


(— Fla —, 199 So 570.) 


Injunction, § 32 — Against service denial — Illegal use of telephones — Gambling. 
1. The aid of a court of equity to prevent the discontinuance of telephone 
service which is being used to facilitate bookmaking in violation of the law 
or in the promotion of any other gambling scheme or device will not be 
enforced, p. 29. 

Injunction, § 52 — Interrogatories to plaintiff — Refusal to answer. 

2. One cannot come into a court of equity seeking relief and then refuse 
to answer questions pertaining to the matter about which relief is sought ; 
equity is not a place to conceal but one for full disclosure as to the matter 
in litigation, and if a litigant refuses to answer, he forfeits his right to ask 
for relief in equity, p. 29. 

Service, § 134 — Grounds for denial — Illegal use — Aiding lotteries and 

gambling. 


3. An answer of a telephone company, in an injunction suit to compel the 
furnishing of service, presents a good and legal defense when it alleges 
that Federal and state attorney generals have advised the company that its 
facilities are being used by the complaining subscriber to promote lottery 
schemes and to aid in the maintenance of gambling houses, or in the promo- 
tion of gambling by aiding in booking unlawful wages on horse races 
contrary to the laws of the state, and requested that the service be dis- 
continued, p. 29. 


[October 25, 1940. Rehearing denied November 12, 1940.] 


| eacionon for certiorari to review decree upholding answer of 
telephone company in injunction suit against denial of tele- 
phone service and to review decree ordering plaintiff to answer 
interrogatories as to nature of his business; petition dented. 


¥ 


Per CuRIAM: certain telephone service or show 
[1-3] On petition of Walter M. cause why it refuses to do so. On 
Hagerty, alternative writ of manda- final hearing, a motion to quash the 
mus was directed to Southern Bell alternative writ was granted, the 
Telephone and Telegraph Company court holding that Hagerty could not 
commanding it to furnish petitioner enforce the service. Writ of error 
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to the latter judgment was prosecuted 
to this court but was later dismissed. 
197 So 877. 

The Attorney General of the Unit- 
ed States forthwith advised the tele- 
phone company that Hagerty was us- 
ing its facilities to promote lottery 
schemes in Florida and elsewhere and 
demanded that the service be discon- 
tinued on pain of being held to account 
for aiding and conspiring in the viola- 
tion of the Federal antilottery laws. 

The attorney general of Florida al- 
so advised the telephone company that 
Hagerty was using its telephone facil- 
ities to aid in the maintenance of gam- 
bling houses or in the promotion of 
gambling by aiding in booking unlaw- 
ful wagers on horse races contrary to 
the laws of Florida and requested that 
the service be discontinued. 

In response to these demands, the 


telephone company notified Hagerty 
that it would discontinue the service. 
Hagerty filed his bill in equity and se- 
cured a temporary restraining order 
directed to the defendant telephone 
company prohibiting it from discon- 


tinuing the service. The telephone 
company filed its answer interposing 
as a defense its right to discontinue the 
service because of the alleged violation 
of state and I*ederal laws including the 
demand made on it by the state and 
Federal prosecuting officers. The or- 
der granting the motion to quash the 
alternative writ of mandamus was in- 
terposed as res judicata of the instant 
suit. The telephone company pro- 
pounded interrogatories to Hagerty as 
to the nature of his business which he 
refused to answer but moved to strike 
the answer of the telephone company. 
The trial court upheld the answer of 
the telephone company but ordered 
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Hagerty to answer the interrogatories 
as to the nature of his business. These 
decrees are here for review by cer. | 
tiorari. 

The parties are not in agreement as 
to the issues presented by the pleadings 
or as the questions they press for con- 
sideration. Petitioner contends that 
the main question presented is whether 
or not it is a violation of the criminal 
code to engage in the business of re- 
ceiving long-distance telephone service | 
concerning horse races and_ other 
sporting events and sell that informa- 
tion to others even though it is known 
that the latter are engaged in the op- | 
eration of places where illegal wagers | 
on the result of horse races are made | 
and such information may be used to | 
facilitate said gambling transactions. 
Petitioner says that this question 
should be answered in the negative and | 
relies on State ex rel. Dooley v. Cole- § 
man (1936) 126 Fla 203, 170 So 722; | 
and Hagerty v. Coleman (1938) 133 | 
Fla 363, 182 So 776, to support his | 
contention. 

The sole question in the Dooley } 
Case, supra, was whether or not § 
Dooley was guilty of violating § 7110, } 
Compiled General Laws of 1927, pro- 
viding for the punishment of one en- } 
gaged in the commission of a felony | 
either as principal or accessory. In J 
the Hagerty Case, supra, the question | 
involved was the power of the sheriff | 
to seize the telephone equipment on the 
theory that it was used in the conduct } 
of a gambling house which was de- 
nounced as a felony. Both questions 
were answered in the negative but they § 
were not bound up with any other pro- | 
visions of the criminal law as is the 
case here. In the Dooley Case, we | 
were confronted with the sufficiency 
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HAGERTY v. SOUTHERN BELL TELEPHONE & TELEGRAPH CO. 


of an indictment to charge an offense 
under the criminal law while in the 
Hagerty Case, an attempt was being 
made to seize newly installed telephone 
equipment on the theory that the man- 
ner of its use was felony. 

The real question in the case at bar 
is whether or not equity will compel 
respondent to furnish petitioner tele- 
phone service in the face of a threat 
from both state and Federal authori- 
ties that it will be prosecuted therefor 
because the service is being used by its 
purchasers in violation of the law in 
the manner detailed in the answer of 
the telephone company in the injunc- 
tion proceeding. 

This question presents a very differ- 
ent phase of the situation from that 
presented in the Dooley and Hagerty 
Cases. Here we are concerned with 
the power of a court of equity to re- 
lieve a public service corporation from 
furnishing a service in the face of a 
threat of prosecution. In the latter 
cases, we were confronted with the 
power of a sheriff to seize and the suf- 
ficiency of an indictment to charge an 
offense against the criminal law. The 
law is well settled that the aid of a 
court of equity to prevent the discon- 
tinuance of telephone service which is 
being used to facilitate bookmaking in 
violation of the law or in the promo- 
tion of any other gambling scheme or 
device will not be enforced. Partnoy 
v. Western U. Teleg. Co. decided by 
United States district court, west- 
etn district of Missouri, June 17, 
1940. Hamilton v. Western U. Teleg. 
Co. Eastern Division of Ohio, decided 
May 9, 1940, 34 F Supp 928, 36 PUR 


(NS) 38; People ex rel. Restmeyer 
v. New York Teleph. Co. (1916) 173 
App Div 132, 159 NY Supp 369; 
Smith v. Western U. Teleg. Co. 
(1887) 84 Ky 664, 2 SW 483; Yar- 
borough v. Southern Bell Teleph. & 
Teleg. Co. decided by United States 
district court, southern district of 
Florida, July 23, 1940; Tracy and 
Boisch v. Southern Bell Teleph. & 
Teleg. Co. decided by United States 
district court, southern district of 
Florida, June 14, 1940. 

The petitioner also brings up for 
review an order of the trial court re- 
quiring him to answer certain inter- 
rogatories bearing on the nature of his 
business. 

One cannot come into a court of 
equity seeking relief and then refuse to 
answer questions pertaining to the 
matter about which relief is sought. 
Equity in other words is not a place to 
conceal but one for full disclosure as 
to the matter in litigation. If a liti- 
gant refuses to answer, he forfeits his 
right to ask for relief in equity. Aside 
from this, the information sought to 
be elicited is within the terms of and 
may be required under § 8311, Com- 
piled General Laws of 1927. 

We therefore hold that the answer 
of the telephone company presents a 
good and legal defense to the bill of 
complaint and having reached that 
conclusion, it follows that the petition 
for certiorari must be and is hereby 
denied. 

It is so ordered. 

Terrell, C. J., Whitfield, Buford, 
Chapman, and Thomas, JJ. concur; 
Brown, J., concurs in conclusion. 
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ARKANSAS SUPREME COURT 


Ozarks Rural Electric Co-operative 
Corporation 


Sam Oliphant et al. 


[No. 4-6055.] 
(— Ark —, 144 SW(2d) 41.) 


Electricity, § 8 — Inductive interference — Grounded telephone lines — Electrical 
construction. 


1. An allegation of negligence on the part of a rural electric cooperative in 
the construction of an electric line, to the damage of a telephone company, 
is not sustained where telephone service over a grounded type of construc- 
tion is interfered with through induction while the electric wires were con- 
structed according to approved usage without defective installation, p. 


33. 
Evidence, § 3 — Judicial notice — Method of telephone construction. 


2. Judicial notice is taken of the fact that the 2-wire method of telephone 
construction eliminates inductive and conductive difficulty, or so far con- 
trols it that interference by electric lines with telephone lines is negligible, 


>. oo. 
Electricity, § 8 — Inductive interference — Grounded telephone lines. 


3. A telephone company has no right to operate an antiquated telephone 
system, using the so-called “ground” type of construction wherein but one 
wire is used, without being subjected to the necessary inconvenience caused 
by phenomenae attending operation of a modernly constructed electric sys- 
tem, and it is obligatory upon the owners of such lines to make use of 
reasonably available scientific construction before invoking the aid of courts 
for relief from the normal incidents of rural electrification, p. 33. 


[October, 28, 1940.] 


— from judgment for damages to telephone company 
because of construction of electric line causing inductive 
interference; judgment reversed and cause dismissed. 


4 


APPEARANCES: Maupin Cum- GRIFFIN SMITH, C. J.: Appellees 
mings, of Fayetteville, for appellant; are owners of 9 miles of rural tele- 
H. A. Northcutt and Oscar E. Ellis, phone lines in Washington county of 
both of Salem, and Greer Nichols, of the so-called “grounded” type of con- 
Ozark, amici curiz. struction wherein but one wire is used. 

No brief for appellee. Because the circuit is not metallic the 
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OZARKS RURAL ELECTRIC CO-OPERATIVE CORP. v. OLIPHANT 


system is peculiarly sensitive to inter- 
ference.? 

[1] Appellant is a rural electric co- 
operative corporation organized under 
authority of Act 342 of 1937.2 The 
complaint alleges that its primary lines 
carry 7,200 volts were “. . care- 
lessly, negligently, and unlawfully 
constructed, .’ and that in con- 
sequence appellees’ telephone lines 
were unreasonably interfered with. 
There was a prayer for $3,000 to com- 
pensate damages. Judgment for $100 
was rendered on a jury’s verdict. 

The evidence sustains a finding that 
the telephone service was interfered 
with through induction.2 In other 
words, electricity escaping from the 
high-voltage wires at times caused a 
buzzing sound which rendered tele- 
phonic conversation difficult. 


The evidence also shows that appel- 
lant’s wires were constructed accord- 
ing to approved usage. Installation 
was not defective, nor was lack of 
maintenance responsible for the an- 
noyance complained of. The undis- 
puted facts are that the telephone sys- 
tem is outmoded and that if it were 
modernized interference would not oc- 
cur. at 

Appellants insist that the judgment 
must be reversed on authority of Ar- 
kansas Valley Cooperative Rural Elec- 
tric Company and Wilson v. Elkins 
(1940) — Ark —, 141 SW(2d) 538. 
It was held that because assets created 
by nonprofit sharing corporations are 
in the nature of trust funds there 
could be no liability of a codperative 


rural electric company for personal in- 
juries sustained by an employee. 


It is insisted in the instant case, 
however, that although the claimed 
liability grew out of appellant’s tor- 
tious action, appellees are being de- 
prived of their property without just 
compensation, and the Elkins Case has 
no application. 

We pretermit a determination of 
this phase of the controversy because, 
in the case at bar, appellees did not sus- 
tain their allegation of negligence. 
Hence, there can be no liability and a 
verdict for the defendant should have 
been directed. 

[2] The situation is this: A tele- 
phone company using a one-wire 
medium is paralleled, and through ne- 
cessity is occasionally crossed, by ap- 
pellant’s electrically charged wires. 
Each has a legal right to use of the 
highway. Each is within the law in 
so far as physical construction is con- 
cerned. Judicial notice is taken of the 
fact that the 2-wire method of tele- 
phone construction eliminates induc- 
tive and conductive difficulty, or so 
far controls it that interference is neg- 
ligible. There are two approved 
methods of building electric lines: 
one the delta plan, the other the wye 
(or “Y”) type. The latter is cheaper 
and less dangerous, but does occasion 
contiguous disturbance. 

[3] No actual negligence having 
been shown in the case at bar, it fol- 
lows that if recovery lies it must be 
predicated upon appellees’ assumed 
right to operate an antiquated tele- 





1Different types of. telephone construction 
are discussed in Department of Public Utili- 
ties v. McConnell (1939) 198 Ark 502, 30 
PUR(NS) 53, 130 SW(2d) 9. 

2 Pope’s Digest, §§ 2315 to 2351. 

8The term “induction” describes electrical 


[3] 


interference by the flow of current through 
the atmosphere from one wire to another 
without actual contact, while the term “con- 
duction” describes the same condition except 
that the medium of flow of the electricity from 
one wire to another is the earth. 
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phone system without being subjected 
to the necessary inconvenience caused 
by phenomenae attending operation 
of a modernly constructed electric sys- 
tem. 

No such superior right exists. 
Public convenience and necessity take 
precedence. It is obligatory upon 
owners of telephone lines situated as 
appellees are to make use of reason- 
ably available scientific construction 
before invoking the aid of courts for 
relief from the normal incidents of 
rural electrification. 

The principle is announced in Phil- 
lippay v. Pacific Power & Light Co. 
(1922) 120 Wash 581, 207 Pac 957, 
211 Pac 872, 23 ALR 1251. A head- 
note to that case reads: “A power 
company, lawfully maintaining a 


high-powered transmission line, con- 
structed according to the best stand- 


ards of modern engineering, on one 
side of a highway, is not liable for in- 
ductive interference of a telephone line 
on the other side of the highway, or 
for the cost of metallicizing the tele- 
phone line, so as to prevent such inter- 
ference, where the telephone line was 
a single wire system, with a return cir- 
cuit through the ground, which was 
not in accordance with the best stand- 
ards of modern engineering.” 

To the same effect is Jones County 
Electric Power Asso. v. Robinson 


(1940) — Miss —, 34 PUR(NS) 


484, 196 So 510. A headnote to that 
case is: “Where, after telephone sys- 
tem, using only one wire and the earth 
for a circuit, had been in operation 
several years, electric company con- 
structed line paralleling line of tele- 
phone system and thereby destroyed 
the utility of the telephone system by 
induction, although there was no de- 
fect in the electric company’s system, 
electric company could not be com- 
pelled, on theory that there was dam- 
aging of property for public use, to 
pay cost of providing remedy by in- 
stalling a second telephone wire for 
the return circuit.” 

In Deiser’s Law of Conflicting Uses 
of Electricity and Electrolysis, p. 21, 
it is said: “. any telephone ap- 
paratus capable of being disturbed to 
any marked extent by induction must 
be classified as defective, so long as 
there exist insulating or isolating de- 
vices, such as the complete metallic cir- 
cuit, or the noninductive circuit, that 
would protect the telephone or tele- 
graph lines.” 

Other cases are in accord. There 
are decisions to the contrary, but the 
great weight of authority sustains the 
view here expressed. 

Since the rule is that Progress can- 
not be stayed at the call of Decadence, 
the judgment must be reversed, and 
the cause dismissed. It is so ordered. 
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RE ALABAMA POWER CO. 


FEDERAL POWER COMMISSION 


Re Alabama Power Company 


[Opinion No. 55, Project No. 82.] 


Valuation, § 121 — Overheads — Original cost — Power project. 


1. The Federal Power Commission, in determining the actual legitimate 
original cost of a power project, will not make an allowance for the cost 
of engineering, promotional, and financial services rendered with respect 
to certain dam sites of a company which was merged into the licensee, and 
listed in project costs as the cost to the licensee of the lands and water rights 
included in the power project, there being no evidence of the cost of such 
services prior to the date of merger, p. 39. 


Valuation, § 67 — Original cost — Power projects — Project cost. 


2. The Federal Power Act requires the Commission, in determining the 
actual legitimate original cost of a power project, to prohibit any inflation 
of project costs whether based upon the par value of stock issued in a 
merger which was not at arm’s length or upon hypothetical capitalization of 
savings offered in support thereof, p. 41. 


Valuation, § 67 — Water power and dam sites. 


3. The actual reasonable cost to the licensee of land and of water rights 
must be determined on the basis of the consideration paid therefor by a 
predecessor company in an arm’s length transaction prior to the merger of 
such company into the licensee, p. 41. 


Apportionment, § 54 — Water power and dam sites — Allocation of cost. 


4. The consideration paid by a licensee power company for land and water 
rights included in a power project was allocated by dividing the number 
of feet of headwater controlled at each site by the total number of feet of 
headwater controlled by the combined sites, p. 41. 


Valuation, § 168 — Original cost — Power projects — Cost of energy. 


5. The licensee of a power project is not entitled to an allowance for re- 
turn on common stock as a part of the cost of energy furnished during 
construction for the purpose of determining the actual legitimate original 
cost of the power project, p. 44. 


Valuation, § 168 — Original cost — Electric distribution expenses — Construction 
cost. 


6. The fixed charges and operating expenses applicable to a licensee’s elec- 
tric distribution facilities should not be included as a part of the cost of 
energy furnished during construction in determining the actual legitimate 
original cost of the licensed power project, p. 44. 


Valuation, § 139 — Original cost — Power projects — Interest during construc- 
tion. 


7. The Federal Power Commission, having increased the amounts allowed 
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for water rights and for energy used in construction of a power project, 
will make an additional allowance for interest during construction in deter- 
mining the actual legitimate original cost of the power project, p. 46. 


[November 26, 1940.] 


Percsacniones) hearing for supplemental determination of actual 
legitimate original cost of power project; order issued in 
accordance with opinion. By order entered January 21, 1941, 
the Commission stayed until further order Paragraphs (C), 
(D), (E), and (F) of its order; required the company to show 
cause why accounting instructions and requirements contained 
in Paragraph (C), (D), and (E) should not be made effec- 
tive and enforced, and to submit proposals as to disposition 
of disallowed items of claimed cost; and denied a petition 
for rehearing. 


¥ 


APPEARANCES: P. W. Turner, On June 27, 1921, we issued a li- 


Walter Bouldin, W. M. Moloney, and 
W. D. Lavender, for the licensee; D. 
W. Robinson, Jr., General Counsel, 
F. R. Bell, Charles M. Goetz, and 
Charles V. Shannon, for the Commis- 
sion. 


By the Commission: This matter 
is before the Commission pursuant to 
a decree of the United States district 
court for the District of Columbia and 
in conformity with an opinion of the 
United States court of appeals for 
the District of Columbia in Alabama 
Power Co. v. McNinch (1937) 68 
App DC 132, 21 PUR(NS) 225, 94 
F(2d) 601, for a supplemental deter- 
mination under § 4(b) of the Federal 
Power Act, 16 USCA § 797(b) of 
the actual legitimate original cost of 
the Mitchell Dam Project No. 82, of 
the Alabama Power Company as of 
December 31, 1925. 
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cense under the Federal Water Power 
Act for the construction of the Mitch- 
ell dam project at Duncan’s Riffle on 
the Coosa river, a navigable stream in 
the state of Alabama. Following 
completing of the project, the licensee, 
on March 29, 1930, filed an itemized 
statement of the claimed cost thereof 
up to and including December 31, 
1925, in the amount of $10,646,056.- 
76. After an audit by the accounting 
representatives of the Commission, a 
Preliminary Accounting Report, dated 
May 31, 1930, was served upon the 
licensee. Of the $10,646,056.76 
claimed by licensee, said report pro- 
posed net eliminations of $3,962,192.- 
99, recommending the balance of $6, 
683,863.77 for allowance, subject to 
an adjustment on interest. Licensee 
duly filed its protest to said report. 
Thereafter, various conferences 
were held between representatives of 
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RE ALABAMA POWER CO. 


the licensee and the Commission, and 
the solicitor for the Commission and 
counsel for the licensee entered into 
two stipulations dated respectively, 
December 7, 1931, and April 26, 1932, 
the latter being amended by supple- 
mental stipulation dated May 12, 
1932. On June 30, 1932, we ratified 
and approved said stipulations, with 
certain deletions, 12 AR 182. 

A hearing on the suspended por- 
tions of the claimed cost still in con- 
troversy was held in Washington, D. 
C., on December 2, 3, 4, and 5, 1931. 
Following the submission of briefs, 
we rendered our Opinion No. 4 (1 
Fed PC 25, 12 AR 198), on June 30, 
1932, and on November 7, 1932, we 
adopted an order determining the ac- 
tual legitimate original cost of this 
project as of December 31, 1925, to 
be $7,098,512.51 and disallowing the 
balance, $3,547,544.25, of the total of 
$10,646,056.76 claimed by licensee, 1 
Fed PC 60, 12 AR 225. 

On November 21, 1932, licensee 
filed an application for rehearing and 
petition for modification of our afore- 
said order and opinion. On De- 
cember 19, 1932, we denied said ap- 
plication for rehearing but revised 
and amended our order of November 
7, 1932, in that actual legitimate orig- 
inal cost of this project was deter- 
mined to be $7,094,913.69 and the 
balance, $3,551,143.07, of the $10,- 
646,056.76 claimed by licensee was 
disallowed, 1 Fed PC 62, 13 AR 113. 

The items of claimed cost thus dis- 


allowed by us consisted of the follow- 
ing: 


(1) Portion of the $3,500,000 
Undistributed Fixed Capital 
in excess of $76,135.09 allowed 
as the actual reasonable cost 
of project lands and water 
rights 

(2) Portion of the $72,788.92 
claimed cost of electric energy 
furnished to the project dur- 
ing construction in excess of 
$30,660.88 allowed as incre- 
ment cost thereof 

(3) Fee paid Dixie Construc- 
struction Co., an affiliate of 
licensee 

(4) Taxes prior to July 1, 1918, 
beginning of preliminary con- 
struction peri 

(5) Portion oy $673,342.33 In- 
terest during Construction in 
excess of $646,771.48 allowed 
therefor 

(6) Charge for legal services of 
¥. Newcomb rendered in 
an effort to get this Commis- 
sion to adopt rules and reg- 
ulations favorable to licensee 

(7) Portion of General Admin- 
istration of Dixie Construc- 
tion Co.* 

(8) Duplicate Charge to Land 
Accounts* 

(9) Portion of Charge for Gen- 
eral Construction i 
ment* 


$3,423,864.91 


42,128.04 
183,540.15 


227.45 


25,570.85 


1,500.00 


15,890.53 
2,082.29 


9,153.16 
$3,703,957.38 


Less Organization Expense al- 
lowed but not included in 
Initial Cost Statement 152,814.31 

Net amount of Claimed Cost 
Disallowed 


$3,551,143.07 


* Covered by Stipulation of December 7, 
1931. 


Prior to the expiration of the speci- 
fied period within which licensee was 
required to set up the accounts neces- 
sary to reflect said cost determination, 
the company filed suit in the supreme 
court of the District of Columbia in 
Equity No. 55746 seeking to enjoin 
this Commission from enforcing the 
orders of November 7, 1932, and De- 
cember 19, 1932. Licensee contended 
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inter alia that our disallowance of the 
first five items above listed was er- 
roneous, but made no specific aver- 
ments as to the other items. 

After a hearing on the merits, the 
court on December 11, 1935, entered 
a decree dismissing said bill of com- 
plaint, 10 PUR(NS) 275. Licensee 
thereupon perfected an appeal to the 
United States court of appeals for the 
District of Columbia, which court in 
an opinion entered September 27, 
1937, by Mr. Justice Stephens, re- 
versed the decree of the trial court 
with orders to direct this Commission 
to proceed in accordance with said 
opinion, Alabama Power Co. v. Mc- 
Ninch, supra. 

The court of appeals affirmed our 
disallowance of the fee paid to Dixie 
Construction Co., our disposition of 
taxes and interest during construction, 
but held that we erred in allowing 
merely the increment cost of electric 
energy furnished during construc- 
tion, licensee being entitled to the total 
cost thereof, exclusive of profit. The 
court further held that although we 
had made full allowance for the lands 
and water rights at Lock 14 and Dun- 
can’s Riffle, we erred in failing to al- 
low the cost of the portion of the wa- 
ter right at Lock 15 which was ab- 
sorbed by this project. Since the case 
was being remanded for the reasons 
stated, the court said it would be 
proper for us to afford licensee a 
further opportunity to introduce any 
evidence it might have of the cost of 
the engineering, promotional, and fi- 
nancial services rendered with respect 
to these properties prior to the merger 
of 1913 and reflected in the $3,500,- 
000 Undistributed Fixed Capital, dis- 
allowed by us to the extent of $3,423,- 
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864.91, McNinch Case, supra, 94 F 
(2d) at p. 622. 

Pursuant to order, a hearing with 
respect to the above items remanded 
by the court of appeals was held be- 
fore the trial examiner designated to 
preside, beginning on November 30, 
1939, and concluding with recesses on 
January 9, 1940. Briefs were filed by 
counsel for the licensee and counsel 
for the Commission. 


Corporate History of Licensee 


The licensee, Alabama Power Com- 
pany, was incorporated under the laws 
of the state of Alabama on December 
4, 1906, with an authorized capital 
stock of $5,000 divided into 50 shares 
of $100 par value each. Alabama 
Power & Electric Company was in- 
corporated under the laws of the state 
of Alabama on November 14, 1908, 
with an authorized capital stock of 
$5,000 divided into 50 shares of $100 
par value each. Wetumpka Power 
Company was incorporated under the 
laws of Alabama on March 20, 1908, 
with an authorized capital stock of 
$6,000 divided into 60 shares of $100 
par value each. 

In 1912, Alabama Traction, Light 
& Power Company, Ltd., a Canadian 
corporation, organized by James 
Mitchell and associates for that pur- 
pose, purchased in one transaction the 
outstanding capital stocks of said three 
companies, paying the owners thereof 
considerations of cash and securities 
having a total stated value of $1,650,- 
000 and a then market value of $882,- 
500 (Stipulation of April 26, 1932). 

Thereafter, but prior to the merger 
of 1913, the traction company ac- 
quired the outstanding capital stock 
of two more companies, namely, Ala- 
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bama Power & Development Com- 
pany and Alabama Electric Company. 

After the traction company had ac- 
quired ownership and control of the 
five predecessor companies as afore- 
said, said companies entered into an 
agreement of merger dated June 18, 
1913, and effective July 29, 1913. The 
legal effect of said agreement was that 
the four companies, Alabama Power 
& Electric Company, Wetumpka Pow- 
er Company, Alabama Electric Com- 
pany, and Alabama Power & Develop- 
ment Company, were merged into the 
fifth company, Alabama Power Com- 
pany, the identity of the latter remain- 
ing unchanged, McNinch Case, supra, 
94 F(2d) at p. 613. 

Pursuant to the terms of said merg- 
er agreement, the outstanding capital 
stocks of the five underlying com- 
panies were surrendered and $9,975.,- 
000 par value common stock of the 
“new” Alabama Power Company di- 
vided into 99,750 shares was issued 
in exchange therefor. For the 50 
shares of “old” Alabama Power Com- 
pany stock having a total par value of 
$5,000, 70,000 shares of “‘new” Ala- 
bama Power Company stock having a 
total par value of $7,000,000 were is- 
sued. For the 60 shares of Wetump- 
ka Power Company stock having a 
total par value of $6,000, 7,500 shares 
of “new” Alabama Power Company 
stock having a total par value of 
$750,000 were issued. 


$3,500,000 Undistributed Fixed 
Capital 


[1] The important properties held 
by the Alabama Power Company prior 
to the merger of 1913 were the Lock 
12 and Lock 14 dam sites on the 


Coosa river. The Lock 14 site was 


flooded out in the construction of the 
Mitchell dam project at Duncan’s 
Riffle. Licensee claimed $3,500,000 
in project cost as the cost to it of the 
lands and water rights included in 
this project. Said amount, designated 
Undistributed Fixed Capital, was an 
allocation to Lock 14 of one-half of 
the $7,000,000 par value of “new” 
Alabama Power Company stock is- 
sued in the 1913 merger for the $5,- 
000 par value of “old” Alabama Pow- 
er Company stock. In making such 
allocation, the licensee assumed that 
the Lock 12 site and 14 site were of 
equal value. 

In our Opinion No. 4, we disregard- 
ed the values agreed upon in the 1913 
merger, which was not at arm’s 
length, being between five companies 
all then owned and _ controlled by 
the traction company. We found the 
actual reasonable cost of the lands and 
rights in question to be $76,135.09, 
which amount we allowed. We disal- 
lowed the $3,423,864.91 balance of the 
$3,500,000  Undistributed Fixed 
Capital claimed by licensee. 

The court of appeals reviewed and 
expressly affirmed our determination 
of the cost of the lands and water 
rights at Lock 14 and Duncan’s Riffle, 
but held that since the case was being 
remanded for other reasons, it would 
be proper for us to allow licensee a 
further opportunity to introduce any 
evidence it may have of cost of the 
engineering, promotional and_finan- 
cial services rendered with respect to 
these properties prior to the 1913 
merger and reflected in the $3,500,000 
Undistributed Fixed Capital. 

The language of the court in this 
connection is as follows: 

“The power company objects to the 
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Commission’s allowance of $76,135.- 
09 as the actual reasonable cost of 
lands, and the disallowance of $3,500,- 
000 claimed by the power company as 
fixed capital not classified by pre- 
scribed accounts, upon the 
grounds that the Commission has not 
included as part of the original cost 
of the project any allowance for large 
expenditures made for engineering, 
financing, and promotional services in 
the development of the Coosa river. 


“The Commission did not object to 
allowing as part of the cost of the 
project properly allocable expenditures 
made for engineering, financial, or 
promotional services. Its failure to 
allow them was based solely upon the 
failure of the power company to in- 
troduce evidence definitive of the total 
amount of such expenditures and of 
the proportion allocable to the project. 
This failure of evidence is unfortu- 
nate, since it is only reasonable to 
suppose that a merger of this magni- 
tude must have involved considerable 
investigation of the properties and 
much negotiation. 


‘cc 


the record shows no ade- 
quate basis for an estimate of the to- 
tal allowable expenditures for engi- 
neering, financing, and promotional 
services prior to 1913, and no basis 
for an allocation of part of them to 
the Mitchell dam project Upon the 
present state of the record any esti- 
mate as to this item would have been 
no more than a guess, and this the 
Commission was not required to 
make. 

“Tt is to be noted, however, that the 
licensee purported to include in its 
item of $3,500,000 all expenses con- 
nected with the Mitchell dam project 
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through the time of the merger. The 
Commission properly refused to al- 
low the total amount and found the 
value of lands. But since we direct the 
trial court to return the case to the 
Commission for further hearing in re- 
gard to other items of cost referred to 
below it would be proper for the Com- 
mission to allow the licensee further 
opportunity to introduce evidence of 
cost of financing, engineering, and 
promotional services prior to 1913, in- 
cluded within the power company’s 
claimed figure of $3,500,000” (supra, 
94 F(2d) at pp. 614, 615, 21 PUR 
(NS) at pp. 243, 244). 

In conformity with the opinion of 
the court, licensee was given a full 
and complete opportunity in the pres- 
ent proceeding to introduce any evi- 
dence it had as to cost of such services 
and licensee’s President Martin and 
its counsel stated of record that they 
were unable to introduce any further 
definite evidence of cost. The li- 
censee’s witness Moreland purported 
to include the probable cost of pre- 
liminary financial, engineering, and 
promotional expenses as partial jus- 
tification for his estimated lump sum 
total for value of water rights but of- 
fered no evidence or estimate as to 
the amount of such preliminary ex- 
penses. 

As an alternative to actual recorded 
costs the court of appeals indicated 
that the company might be given an 
opportunity to present evidence with 
reference to the total cost of prelimi- 
nary expenses in connection with the 
development of all of the projects 
then under construction and to pre- 
sent further evidence regarding a 
proper allocation of such expenses to 
this particular project. The com- 
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pany failed, however, to present any 
evidence of this character and wit- 
ness Moreland not only failed to make 
any such allocation but stated that it 
was not necessary to make such allo- 
cation to arrive at his estimated total 
value of water rights. Obviously, all 
that this witness attempted to do was 
to justify the bookkeeping entry of 
$3,500,000 set up as a_ balancing 
figure. 

Upon such a record, there being no 
evidence before us of the cost of fi- 
nancing, engineering, or promotional 
services prior to 1913, we can make no 
allowance for such items. 


Water Right at Lock 15 


[2-4] The second issue in this 
proceeding is the determination of the 
actual reasonable cost to licensee of 
the portion of the water right at Lock 
15 which was absorbed in the con- 
struction of Mitchell dam, the court 
of appeals stating, McNinch Case, su- 
pra, 94 F(2d) at p. 616, 21 PUR 
(NS) at p. 246: 

“We think, therefore, that the Com- 
mission has made full allowance for 
the water rights at Lock 14 and at 
Duncan’s Riffle. 

“The Commission erred, however, 
in failing to consider the cost to the 
licensee of the water right owned by 
the Wetumpka Power Company at 
Lock 15, which was downstream from 
Duncan’s Riffle. No lands at Lock 15 
are involved in the Mitchell dam proj- 
ect and apparently the Commission 
for that reason failed to allow the cost 
of any water rights at Lock 15. The 
record shows, however, that the 
Wetumpka Power Company had the 


right under Alabama law to develop 
Lock 15 by a dam which would have 
impounded water to a height which 
would have flooded Duncan’s Riffle, 
the present site of Mitchell dam prop- 
er, to a depth of approximately 14 
feet. The Mitchell dam project there- 
fore was erected in derogation of the 
water right of the Wetumpka Power 
Company at Lock 15, at least to this 
extent. The right of the Wetumpka 
Power Company passed to the licensee 
in the merger of 1913. The trial 
court should have directed the Com- 
mission to allow the introduction of 
evidence as to the cost to the power 
company in 1913 of the right of the 
Wetumpka Power Company to de- 
velop Lock 15 to an extent which 
would have made the Mitchell dam 
project impossible, and to allow such 
cost as part of the original cost of the 
project.” (Italics supplied.) 
Wetumpka Power Company owned 
a potential dam site at Lock 15 con- 
sisting of 219.71 acres and on No- 
vember 4, 1908, it filed in the office of 
the secretary of state of Alabama, un- 
der §§ 6148-6150 of the 1907 Ala- 
bama Code, plans for a proposed de- 
velopment of said site to use 42 feet 
of head between elevation 254 and 
The water right thus 
acquired consisted of an easement to 
and in the water of said stream for 
the construction of the proposed de- 
velopment and the right of eminent 


elevation 296. 


domain for acquiring the lands neces- 
sary thereto. The Lock 15 site does 
not come within the boundaries of 
Mitchell dam, being located down- 
stream therefrom, and originally li- 
censee did not claim any allowance in 
the cost of this project for the Lock 

37 PUR(NS) 





FEDERAL POWER COMMISSION 


15 water right. However, in its pe- 
tition for rehearing following our 
Opinion No. 4, licensee contended that 
a portion of the cost of the Lock 15 
site should be allocated to Mitchell 
dam on a head basis. 

Licensee claims $750,000 as the 
cost of Lock 15, said amount being the 
par value of the 7,500 shares of “new” 
Alabama Power Company stock is- 
sued in the 1913 merger for the 60 
shares of Wetumpka Power Company 
stock having a total par value of $6,- 
000. The stock issued in the merger 
had no established market value, and 
licensee claims that $750,000 was the 
then market value of the Lock 15 wa- 
ter right. It contends that $250,000 


thereof should be allowed in the cost 
of this Mitchell dam project.? 


The witness Moreland presented a 
hypothetical nunc pro tune valuation 
of the water right at Lock 15 by the 
substitute steam plant method ; that is, 
he computed the annual savings to be 
derived in supplying the company’s 
predicted load growth by development 
of the hydro sites as compared with 
supplying the predicted load by steam 
generation. Ownership of Lock 15 
permitted development of Mitchell 
dam and Jordan dam instead of Lock 
14 and a low dam at Lock 18, respec- 
tively. The increased savings, which 
the witness estimated would have been 
$1,900,000, resulting from the former 
program over the latter, were consid- 
ered the “value” contributed to Mitch- 
ell and Jordan by Lock 15. The wit- 
ness concluded that he would have 


advised the Alabama Power Company 
in 1913 that it would have been justi- 
fied in paying one-half of such value, 
that is $950,000, for the water right 
at Lock 15, provided it could not ob- 
tain the same for less and assuming it 
had the necessary authority, both Fed- 
eral and state, to construct the con- 
templated projects. 

In the first hearing licensee intro- 
duced similar engineering valuations 
in support of its claim of $3,500,000 
Undistributed Fixed Capital. In our 
Opinion No. 4, 12 AR 198, 202-208, 
we rejected said testimony and found 
$76,135.09 as the actual reasonable 
cost of the lands and rights at Lock 14 
and Duncan’s Riffle. Our action in 
so doing was affirmed by the court of 
appeals, McNinch Case, supra, 94 F 
(2d) at p. 616. 

Licensee attempts to distinguish the 
Moreland testimony from that previ- 
ously rejected by us on the ground 
that the latter involved a capitalization 
at 8 per cent of the estimated profits 
and the estimated savings of the hydro 
developments, whereas the witness 
Moreland accumulated the annual sav- 
ings for the 50-year license period and 
discounted the total back to 1913 at 74 
per cent interest. We consider this a 
distinction without a difference. The 
inherent defects in such attempts to 
determine the actual reasonable cost 
of water rights by the substitute steam 
plant method are set forth in our 
Opinion No. 4 and need not be re- 
peated. Suffice to say that both the 
letter and the spirit of the act we are 





1The cost of the Lock 15 land and water 
right, claimed by licensee as $750,000, was 
included in the Initial Cost Statement filed 
with respect to its Jordan Dam Project No. 
618, which is located at Lock 18, downstream 
from Lock 15. 
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2Said amount is an addition to the $10,- 
646,056.76 included in the Initial Cost State- 
ment, licensee originally having claimed the 
entire $750,000 as part of the cost of its Jor- 
dan Dam Project No. 618. 





RE ALABAMA POWER CO. 


bound to administer prohibit any in- 
flation of project costs whether based 
upon the par value of stock issued in 
a merger which was not at arm’s 
length or upon hypothetical capitaliza- 
tion of savings offered in support 
thereof. 

Although the Moreland testimony 
purported to be a determination of 
market value, no consideration was 
given to an essential element in such 
a determination, that is, the price for 
which the water right could have been 
acquired in 1913. The witness stated 
that the absence of this element was 
the “only reason we are making this 
analysis.” In our Opinion No. 4, 12 
AR 198, 205, we determined the mar- 
ket value of Parcel 214 at the time 
of the merger on the basis of what the 
traction company had paid for the 
same in 1912 and our action in so do- 
ing was expressly approved by the 
court of appeals, McNinch Case, su- 
pra, 94 F(2d) at p. 614. The wa- 
ter right at Lock 15 was also ac- 
quired by the traction company in the 
1912 transaction but the price paid for 
the same was ignored by the witness, 
who testified on cross-examination : 


Q. Is it a fair summary of what you 
have stated, then, Dean Moreland, that 
your approach is that market value 
could not be determined, and you de- 
termined this other value rather than 
market value, as you have used the 
term “market value” and defined it for 
us ?3 

A. Yes, that is a fair statement. 
You could not determine market value 
in the ordinary way of willing and 


free sales, and we have approached it 
from this method as the only avail- 
able substitute. 


The witness’ assumption that the 
company in 1913 had the required 
Federal authority for development of 
the contemplated projects is not sup- 
ported by the record. The Alabama 
Power Company was authorized by a 
special Act of Congress of March 4, 
1907,* to construct a dam at Lock 12, 
the present site of Lay dam. Efforts 
to obtain similar authorization for de- 
velopment of the other sites proved 
unsuccessful when President Taft ve- 
toed the so-called “Coosa River Bill” 
in 1912.5 Such authorization was not 
obtained until licenses were granted 
by this Commission under the Fed- 
eral Water Power Act. 

The actual reasonable cost to li- 
censee of the Lock 15 land and water 
right is to be determined on the basis 
of the consideration paid therefor by 
the traction company in an arm’s- 
length transaction in 1912, approxi- 
mately one year prior to the merger. 
By the purchase in 1912 of Wetumpka 
Power Company, Alabama Power 
Company, and Alabama Power & 
Electric Company, the traction com- 
pany acquired the key properties and 
water rights controlling a total of 212 
feet of head at four sites on the Coosa 
river, as follows: 46 feet at Lock 7; 
68 feet at Lock 12; 56 feet at Lock 14; 
and 42 feet at Lock 15. The consid- 
eration paid by the traction company 
was not allocated between the prop- 
erties acquired. However, it has been 
stipulated that one-fourth of said con- 





3 The witness defined market value as “the 
price an article or a commodity would de- 
mand between 2 willing purchaser who need- 


43 


ed that property and a willing seller who had 
it to sell.” 
434 Stat. 1288. 
548 Cong. Rec. 11796 et seq. 
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sideration is properly allocable to “the 
land and water power rights then 
owned by said Alabama Power Com- 
pany and Alabama Power & Electric 
Company at the Lock 14 site” (stipu- 
lation of April 26, 1932 as amended by 
stipulation of May 12, 1932). 

Evidence offered by Commission 
witness Coomes shows that the 56 feet 
of head at Lock 14 is 56/212, or ap- 
proximately one-fourth of the total 
head of 212 feet at all four sites, and 
that the 42 feet of head at Lock 15 
is 42/212, or approximately one-fifth 
of the total head of 212 feet at all 
four sites. In Commission counsel's 
brief, it is recommended that one-fifth, 
that is $176,500, of the total consid- 
eration of $882,500 paid by the trac- 
tion company, is properly allocable to 
the Lock 15 land and water right. 

Licensee objects to this method of 
allocation but it suggests no other 
basis for determining the Lock 15 por- 
tion of the consideration paid by the 
traction company in 1912. Moreover, 
in the first hearing its witness Thur- 
low testified that because the potential 
head and power at Locks 12 and 14 
were approximately the same, licensee 
considered said sites of equal value 
and accordingly allocated to Lock i4 
one-half of the $7,000,000 par value 
of stock issued in the merger for the 
“old” Alabama Power Company prop- 
erties. 

Licensee further objects that the 
property acquired by the traction com- 
pany in 1912 included only one abut- 
ment at Lock 7. However, the land 
acquired controlled said site, Alabama 


Power & Electric Company having ob- 
tained a water right with respect 
thereto under §§ 6148-6150 of the 
1907 Alabama Code. 

Applying the method we used in 
making the analogous determination 
of the cost of Parcel 214, which the 
court of appeals has approved,® we find 
the actual reasonable cost to licensee of 
the Lock 15 water right to be $174,- 
834.91, said amount being an alloca- 
tion on a head basis (42/212) of the 
$882,500 consideration paid by the 
traction company for this and other 
property in 1912. We further find 
that 16/42 of said cost, that is, $66,- 
603.78, is to be allowed in the cost of 
this project as its portion of the Lock 
15 water right. In so doing, we find 
that 16 feet of the 42 feet of head at 
Lock 15 was absorbed by this project. 

We disallow the balance, $183,396- 
.22, of the $250,000 claimed by li- 
censee as the Mitchell dam portion of 
the Lock 15 water right. 


Electric Energy Furnished during 
Construction 


[5,6] A total of 6,132,175 kilo- 
watt hours of electric energy was fur- 
nished from licensee’s system to this 
project during its construction. On 
account of said energy licensee claimed 
in project cost a total of $72,788.92, 
based upon the commercial rate of 
1.187 cents per kilowatt hour ap- 
proved by the Alabama Public Service 
Commission for this type of service. 
By the stipulation of December 7, 
1931, it was agreed that the increment, 
or out-of-pocket cost, of said energy 





6 Parcel 214 at Lock 14 was owned by Ala- 
bama Power & Electric Company and formed 
part of the assets of that company purchased 
by the traction company in the 1912 transac- 
tion. Said parcel was acquired by licensee 
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in the 1913 merger and we found the actual 
reasonable cost of said parcel on the basis of 
what the traction company had paid for the 
same, Opinion No. 4, 1 Fed. P C 25, 34, 12 
A R 198, 205. 
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to licensee was $30,660.88, which 
amount we allowed, disallowing the 
balance of $42,128.04, Opinion No. 
4,1 Fed PC 25, 41, 12 AR 198, 210. 
The language of the stipulation is as 
follows: 

“Tt is agreed that a total of 6,132,- 
175 kilowatt hours was furnished by 
licensee from its electric power system 
to the Mitchell dam project for use in 
its construction; that the standard 
commercial rates which, during the 
period involved, the licensee was re- 
quired by the laws of Alabama to 
charge one of its customers for this 
class of power averaged 1.187 cents 
per kilowatt hour; that the total cost 
to the licensee of furnishing the above 
amount of power to said project, in- 
cluding proper proportionate alloca- 
tions for taxes, depreciation, and in- 
terest on investment, as nearly as the 
same may practicably be determined, 
was an average of 1.187 cents per kilo- 
watt hour, or a total of $72,788.92. 

“It is further agreed that the in- 
crement cost of such energy so fur- 
nished by the licensee (that is, the 
additional cost which licensee incurred 
in preparing and standing ready to 
furnish the energy to be required in 
the construction of the project, and 
in furnishing such energy in the above 
amount over and above the total cost 
which licensee would otherwise have 
sustained, and exclusive of any return 
on the investment used and useful in 
generating and delivering such en- 
ergy) was, as nearly as may be prac- 
ticably determined, an average of five 
mills per kilowatt hour, or a total of 
$30,660.88. 

“It is further agreed that the cost 
of any additional plant, equipment, or 
other facilities especially required to 
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be installed or employed for the pur- 
pose 6f furnishing such energy, has 
been charged and allowed as a proper 
part of the cost of construction of this 
project.” 

The court of appeals held that we 
erred in limiting said allowance to in- 
crement cost, the court stating at the 
conclusion of its opinion: 

the trial court should have 

required the Commission to 
allow not merely the out-of-pocket 
cost of electric energy but the total 
cost exclusive of profit, and therefore 
to have required the Commission to 
determine whether or not the rate of 
1.187 per kilowatt hour included any 
element of profit.” (Supra, 94 F(2d) 
at p. 622, 21 PUR(NS) at p. 255.) 

The rule applicable to the determi- 
nation of the amount to be allowed in 
project cost for electric energy fur- 
nished from the licensee’s system to its 
project during construction is stated 
by the court as follows: 

“The licensee should be allowed a 
charge which includes proper propor- 
tionate allocations for taxes, deprecia- 
tion, and maintenance. The stipula- 
tion asserts that the charge includes a 
proper allocation of ‘interest on in- 
vestment.’ What this means is not 
clear. If it means that the charge 
which the power company claims in- 
cludes a profit to it upon the power 
furnished, to that extent the charge 
should be reduced. If, however, no 
profit is included in the claimed 
charge, it should be allowed. In brief, 
the power company is entitled to its 
out-of-pocket cost in furnishing the 
power, plus proper proportionate allo- 
cations for taxes, depreciation, main- 
tenance, and interest charges upon its 
investment, but without the addition 
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of any profit.” (Supra, 94 F(2d) at 
p. 622, 21 PUR(NS) at p. 254.) 

Despite the above holding of the 
court of appeals, licensee contends that 
it is entitled to an allowance based 
upon the tariff rate approved by the 
state Commission. However, in the 
present proceeding, licensee introduced 
a study deriving $51,966.58 as the cost 
to it of said 6,132,175 kilowatt hours, 
excluding profit and return on com- 
mon stock.” Licensee also contends 
that it is entitled to the allowance of 
a further amount, in addition to said 
$51,966.58, representing “return on 
common stock” as a part of the cost 
of energy furnished during construc- 
tion, and that the Commission should 
hold further hearings to fix such 
further amount. 

A witness for the Commission in- 
troduced a study, excluding not only 
profit and return on common stock but 
also operating expenses applicable to 
licensee’s electric distribution facili- 
ties (as distinguished from its gen- 
eration and transmission facilities), 
which purported to derive $50,865.22 
as the cost of such energy. 

We reject licensee’s contention that 
it should be allowed an additional 
amount as “return on common stock.”’ 
We also reject licensee’s contention 
that the fixed charges and operating 
expenses applicable to its electric dis- 
tribution facilities should be included 
as a part of the cost of energy fur- 
nished during construction. How- 
ever, an absolutely accurate determina- 
tion of the exact cost of electric en- 
ergy used in construction would re- 
quire further investigation and fur- 
ther hearings to ascertain the exact 
facilities requisite to the delivery to 
the project of such energy. There is 
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less than $1,300 difference between 
the cost as derived by the licensee and 
the cost as derived by the Commis- 
sion’s witness. An allowance of $51,- 
966.58, which is an increase of $21,- 
305.70 over the $30,660.88 previously 
allowed by the Commission for power 
used in construction, will substantially 
comply with the ruling of the court 
of appeals. No public interest will be 
served by the further investigation and 
hearings which would be necessary for 
an absolutely accurate determination. 
We, therefore, allow $51,966.58 as 
the cost of electric energy furnished by 
licensee to the project during con- 
struction, and disallow $20,822.34 
which is the difference between the 
claimed cost of $72,788.92 and the 
amount allowed. 

[7] As we have increased the 
amounts heretofore allowed for water 
rights and for energy used in con- 
struction, an additional allowance will 
be made for interest during construc- 
tion. In addition to the amounts here- 
tofore allowed, we allow interest on 
the amount of $66,603.78 for water 
rights at Lock 15, at 74 per cent per 
annum for the period July 1, 1918, 
to August 15, 1923, in the amount of 
$24,747.47. We also allow interest 
on the amount of $21,305.70 for elec- 
tric energy used during construction, 
at a rate for the construction period of 
8.4172541 per cent in the amount of 
$1,793.35. The total additional 
amount thus allowed for interest dur- 
ing construction is $26,540.82, 


Conclusion 


An order will issue, in accordance 
with this opinion, supplementing our 
previous determination of the actual 
legitimate original cost of this project 
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by increasing the amounts allowed for 
energy used in construction and for 
water rights, in conformity with the 
decision of the United States court of 
appeals for the District of Columbia. 
The allowance heretofore made for in- 
terest during construction will be in- 
creased correspondingly. 


Order Supplemental to Order of De- 
cember 19, 1932, Determining Ac- 
tual Legitimate Original Cost and 
Prescribing Accounting Therefor 


Having considered the matters of 
record with respect to the actual legiti- 
mate original cost of Mitchell dam, 
Project No. 82, Alabama Power Com- 
pany, licensee, as of December 31, 
1925; the previous opinions and or- 
ders of the Commission with respect 
thereto; the proceedings subsequently 
had in the court review thereof; the 
decision of the United States court of 
appeals for the District of Columbia 
in Alabama Power Co. v. McNinch 
(1937) 68 App DC 132, 21 PUR 
(NS) 225, 255, 94 F(2d) 601, 622, 
in which the court said, in part: 

“In summary: We hold that the 
trial court correctly sustained the 
Commission’s allowances for land, 
taxes, and interest, and its refusal to 
allow the fee of the Dixie Construc- 
tion Company. But we hold further 
that the trial court should have direct- 
ed the Commission to consider the cost 
of the water right at Lock 15 and to 
have required the Commission to al- 
low not merely the out-of-pocket cost 
of electric energy but the total cost 
exclusive of profit, and therefore to 
have required the Commission to de- 
termine whether or not the rate of 
1.187 per kilowatt hour included any 
element of profit. We further hold 


that since the case must be returned to 
the Commission in respect of the fore- 
going items, it would be proper for 
the Commission to allow the licensee 
further opportunity to introduce evi- 
dence of the cost of financing, engi- 
neering, and promotional services 
prior to 1913 included in the power 
company’s claimed figure of $3,500,- 
000.” 

The record of hearings held subse- 
quent to and in conformity with said 
decision of the United States court of 
appeals for the District of Columbia, 
at which hearings the licensee was 
given opportunity to introduce evi- 
dence; and having on this date made 
and entéred its Opinion No. 55, which 
is hereby referred to and made a part 
hereof by reference ; 

The Commission finds that: 

(1) The actual legitimate original 
cost of electric energy furnished by 
licensee to this project during con- 
struction was $51,966.58 as of De- 
cember 31, 1925, and the balance of 
the $72,788.92 claimed cost thereof, 
or $20,822.34 is hereby disallowed ; 

(2) The actual legitimate original 
cost of that part of the water rights at 
Lock 15 allocable to this project as of 
December 31, 1925, was $66,603.78, 
and the balance of the $250,000 
claimed cost thereof, or $183,396.22, 
is hereby disallowed ; 

(3) Having hereby increased its 
determination, made by order of No- 
vember 7, 1932, as modified by order 
of December 19, 1932, of the actual 
legitimate original cost of this project 
as of December 31, 1925, the amount 
heretofore allowed for interest during 
construction must be increased by an 
additional allowance of $26,540.82; 

(4) The addition of the foregoing 
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amounts increases the actual legiti- 
mate original cost as of December 31, 
1925, from $7,094,913.69 (as deter- 
mined by Commission order of No- 
vember 7, 1932, as modified by order 
of December 19, 1932) to $7,209,- 
363.99 ; 

The Commission orders that: 

(A) The licensee, Alabama Power 
Company, establish and maintain con- 
trol accounts with reference to this 
project showing a total debit balance 
in its fixed capital accounts beginning 
with an entry of $7,209,363.99 ($7,- 
094,913.69 previously allowed plus 
$114,450.30 now allowed in addition 
thereto) as the actual legitimate orig- 
inal cost of said project as of Decem- 
ber 31, 1925; 

(B) The licensee establish and 
maintain subsidiary accounts showing 
and substantiating all entries in such 
control accounts, and classifying the 
total for fixed capital in appropriate 
detail and in accordance with the pro- 
visions of the Commission’s Uniform 
System of Accounts Prescribed for 
Public Utilities and Licensees, re- 
vised to December 31, 1936, pursuant 
to authority granted by the Federal 
Power Act; 

(C) The amount of $3,657,080- 
.83, representing the total of all items 
disallowed, exclusive of $183,396.22, 
the disallowed part of claimed cost 
appertaining to water rights at Lock 
15, be transferred from the project 
accounts and charged to the earned 
surplus account pursuant to and in ac- 
cordance with the applicable provi- 
sions of said Uniform System of Ac- 
counts Prescribed for Public Utilities 
and Licensees ; 

(D) The amount of $152,814.31 
for organization expenses, the amount 
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of $66,603.78 for the cost of the 
Mitchell dam portion of the Lock 15 
water rights, and the $969.97 for in- 
terest, allowed in addition to licensee’s 
original claimed cost shall be charged 
to the project accounts and the earned 
surplus account concurrently credited 
with the total of these items; 


(E) All amounts now carried in 
the asset accounts as part of the orig- 
inal charges to the cost of the project 
up to and including December 31, 
1925, and not otherwise disposed of 
by this order, and which do not repre- 
sent the cost of some physical prop- 
erty other than this project, shall be 
transferred from such accounts, both 
control and subsidiary, in which in- 
cluded, and the net amount thereof 
charged to earned surplus account, 
pursuant to and in accordance with 
the applicable provisions of said Uni- 
form System of Accounts; 

(F) Within sixty days of service 
of this order, the licensee comply with 
this order and execute and submit to 
the Commission FPC Form No. 76 
showing such compliance. 


Order to Show Cause, Stay of Former 
Order in Part, and Denying Peti- 
tion for Rehearing 


Upon consideration of petition for 
rehearing, filed on December 23, 
1940, by the above-named licensee for 
Project No. 82, with respect to the 
Commission’s Opinion No. 55 and or- 
der of November 26, 1940, said order 
being supplemental to order of De- 
cember 19, 1932, determining actual 
legitimate original cost and prescrib- 
ing accounting therefor, and the en- 
tire record in this proceeding; 

It is ordered that: 

(A) Paragraphs (C), (D), (E), 
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and (F) of the Commission’s order of of said order should not be made ef- 
November 26, 1940, be and they fective and enforced, and (2) submit 
hereby are stayed until further order 
of the Commission ; 

(B) The licensee, Alabama Power 
Company, on or before February 5, 
1941: (1) show cause in writing, un- 
der oath, why the accounting instruc- (C) The petiton for rehearing 
tions and requirements contained in filed on December 23, 1940, be and it 
said paragraphs (C), (D), and (E) _ hereby is denied. 


to the Commission such accounting 
treatment as the licensee may propose 
for the disposition of disallowed items 
of claimed cost; and 
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Re Holmes Electric Protective Company 


[Case No. 10231.] 


Public utilities, § 69 — Burglar alarm company — Protective services. 


The Commission, under statutes giving it authority to regulate corporations 
engaged in the business of furnishing communication by telegraph or by 
telephone as public utilities, does not have jurisdiction over a company 
engaged in the business of selling a protective service against burglary by 
means of electric wires leading from protected premises to central offices, 
using its own wires and wires leased from a telephone company, and also 
furnishing watchman supervisory service, emergency alarm service, sentinel 
service, protective service for telephone coin boxes, apartment supervisory 
service, elevator call button service, post patrol service and special post serv- 
ice, house protection service, and local burglar alarm service. 


[December 18, 1940.] 


| agra on motion of Commission as to jurisdiction over 
an electric protective company furnishing burglar alarm and 
other services; Commission held to be without jurisdiction. 


¥ 


APPEARANCES: Gay H. Brown, Electric Protective Company; W. C. 
Counsel (by John T. Ryan, Assistant Chanler, Corporation Counsel (by 
Counsel), for the Public Service Com- Harry Hertzoff, Robert W. Lishman, 
mission; Ralph W. Brown, New York and Herman Horowitz, Assistant 
city, General Attorney for Holmes Corporation Counsels), New York 
Electric Protective Company; Edward city, for the city of New York. 

L. Blackman, New York city, Trial 

Counsel for Holmes Electric Protec- By the Commission: This pro- 
tive Company; Frank A. Fritz, New ceeding was instituted on motion of 
York city, of Counsel for Holmes the Commission on August 6, 1940, 


[4] 49 37 PUR(NS) 





NEW YORK DEPARTMENT OF PUBLIC SERVICE 


to determine whether the Holmes 
Electric Protective Company is sub- 
ject to the jurisdiction of this Com- 
mission and whether the said company 
should be required to comply with the 
requirements pertaining to telephone 
and telegraph companies set forth in 
the Public Service Law, and with the 
rules and regulations adopted by this 
Commission applicable to telephone 
and telegraph corporations. 

Public hearings were held herein 
on September 12, October 7, and 10, 
1940. Only evidence having a bear- 
ing on the jurisdictional question to be 
determined was received at the hear- 
ings. Main and reply briefs have been 
submitted by attorneys for the Holmes 
Company and the corporation counsel 
of the city of New York. 

The Holmes Electric Protective 
Company presented evidence to show 
the nature of the business now being 
conducted by it and asserted that such 
business is not subject to the jurisdic- 
tion of the Commission. The city of 
New York through its corporation 
counsel contended that the operations 
of the company are such as to bring 
it within the jurisdiction of the Com- 
mission. Representatives of a num- 
ber of the subscribers to the service 
rendered by the Holmes Company ap- 
peared at the last hearing in the pro- 
ceeding and requested the Commission 
to exercise jurisdiction over the com- 
pany. 

The history of the operations of the 
Holmes Electric Company is discussed 
at length in a decision of the court of 
appeals of this state in Holmes Elec- 
tric Protective Co. v. Williams, 228 
NY 407, PURI1920E 75, 127 NE 
315. The early history of this compa- 
py is summarized herein from the facts 
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stated in the opinion of Judge Crane 
in that action as supplemented by facts 
taken from the record in the present 
proceeding. 

The Holmes Electric Protective 
Company (hereinafter referred to as 
the Holmes Company) was incorpo- 
rated on January 29, 1883, under the 
“Telegraph Act,’ Chap. 265 of the 
Laws of 1848 and the various acts 
amendatory thereof. The certificate 
of incorporation of the company 
States : 

“The undersigned hereby associate 
together for the purpose of doing a 
general telegraph and electric protec- 
tion business and to that end and for 
the purpose of forming a corporation 

and for the purpose of owning 
and constructing, using, and maintain- 
ing a line or lines of electric telegraph 
partly within and partly beyond the 
limits of the state of New York and 
for the purpose of owning interests 
in such line or lines of electric tele- 
graph and any grants therefor. . . .” 


Immediately upon its incorporation | 


the Holmes Company purchased the 
existing systems of overhead wires op- 
erated by the Holmes Burglary Alarm 
Telegraph Company and the American 
District Telegraph Company, which 
companies had theretofore conducted 
telegraph systems for the detection of 
burglary in the city of New York. In 
that year, pursuant to the require- 
ments of the Board of Electrical Con- 
trol and the city of New York under 
the Electrical Subway Acts (Chap. 
534 of the Laws of 1884, as amended 
by Chap. 499 of the Laws of 1885), 
the wires were put underground and 
have been there since. 

Beginning with 1910 the city of 
New York questioned the right of 
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Holmes to maintain its wires in the 
streets or in the electrical subway con- 
duits, insisting that it had no franchise 
so to do. The city threatened to re- 
move the wires and an action was in- 
stituted to restrain such interference. 
The action terminated with a decision 
in favor of the Holmes Company. 
The question tried and determined in 
such action was whether the Holmes 
Company, having incorporated under 
the “Telegraph Act,” had received 
thereby a franchise and authority from 
the state entitling it to maintain its 
wires in the streets of the city for the 
purpose of carrying on its burglary 
alarm business without the necessity 
for its obtaining a secondary fran- 
chise from the city of New York. 


The record in the present proceed- 
ing indicates that the Holmes Com- 
pany is now conducting substantially 
the same kind of business it was en- 
gaged in at the time the decision of 
the court of appeals in the case re- 
ferred to was rendered, such business 
being the sale of a protective service 
against burglary by means of electric 
wires leading from protected premises 
to central offices. The primary func- 
tion of such wires is to register an 
alarm at the Holmes Company’s cen- 
tral office whenever protected prem- 
ises are interfered with. The wires 
used in the business are either owned 
by the Holmes Company or leased by 
it from its parent company, the New 
York Telephone Company. The 
wires usually extend from the cus- 
tomer’s premises to the nearest tele- 
phone exchange and from the tele- 
phone exchange to the Holmes Com- 
pany central office. It was estimated 
that approximately 10 per cent of the 
business of the Holmes Company in- 


volving the use of wires was done over 
wires owned by it, and the remaining 
90 per cent of such business was done 
over wires leased by it from the New 
York Telephone Company. 

The Holmes Company received to- 
tal gross revenues of approximately 
$2,500,000 in the year 1939. Ap- 
proximately two-thirds of such gross 
revenues were received from custom- 
ers of the Holmes Company subscrib- 
ing to its so-called “commercial elec- 
tric protective service.” 

This commercial electric protective 
service is furnished in the following 
manner: A contract is negotiated with 
a customer to protect his premises 
against burglary or unauthorized en- 
try. The Holmes Company main- 
tains, at various offices throughout the 
city, forces of armed guards who are 
available to be dispatched to the cus- 
tomer’s premises whenever their serv- 
ices may be required. In order for the 
Holmes Company to know when 
premises to be protected by it are in- 
terfered with wires are placed around 
the area to be protected. The wires 
on the customer’s premises are formed 
into a closed electrical circuit and con- 
nected to one of the Holmes Company 
central offices. As has been stated, 
such connections are made in most in- 
stances through the use of ordinary 
telephone wires leased from the New 
York Telephone Company extending 
from the customer’s premises to the 
nearest telephone exchange and from 
the telephone exchange to the Holmes 
Company central office, or by similar 
wires owned and maintained by the 
Holmes Company. When any dis- 
turbance of the wiring at the custom- 
er’s premises occurs, a signal is regis- 
tered in the Holmes Company central 
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office and is interpreted to signify an 
unlawful entry of the protected prem- 
ises. Disturbances occurring during 
periods when the premises are under 
the protection of the Holmes Com- 
pany arise, however, from any causes 
other than an unlawful entry of the 
premises; for example, such as wind, 
rain, excessive moisture, excessive vi- 
bration, or the action of mice or cats. 
It is asserted by the company that dis- 
turbances of the wiring at the protect- 
ed premises caused by unlawful entries 
constitute only a relatively insignifi- 
cant percentage of the total alarms re- 
ceived from protected premises. When 
disturbances from any cause occur, 
guards are dispatched from the com- 
pany’s offices to the subscriber’s prem- 
ises to investigate the cause of the 
alarm and to do whatever they are able 
to do in protecting the customer’s 
property. In ordinary practice, the 
company does not notify the police 
department until and unless it discov- 
ers evidence of a crime having been 
attempted. 

The Holmes Company has 17 cen- 
tral offices in the city of New York. 
Eleven of these are equipped to re- 
ceive and send signals, and the others 
are stations where guard forces only 
are maintained. 

The unintentional transmission of 
messages such as has been described 
is not, however, the only use made of 
the wires connecting the protected 
premises with the Holmes Company’s 
central office. The customers using 
this type of service always furnish the 
Holmes Company with a statement of 
their opening and closing times. 
When a customer opens his place of 
business in the morning, the follow- 
ing messages are sent and received: 
37 PUR(NS) 


Upon the opening of a building, a sig. 
nal is automatically registered at the 
central office and is checked by the 
Holmes Company against the agreed 
opening time and the operator on duty 
at the Holmes central office operates 
an instrument which causes a bell to 
ring on the customer’s premises. The 
customer then operates a push button 
located upon his premises and sends a 
message in code to the operator at the 
Holmes central office notifying the 
operator that the entry was made by 
an authorized person. The operator 
then acknowledges receipt of such 
message. After the foregoing mes- 
sages have been exchanged, the cus- 
tomer operates a switch cutting out 
the wiring circuit on such things as 
doors and windows which are to be 
used during the daytime period when 
the premises are not under the pro- 
tection of the Holmes Company. 

In the evening the customer re- 
places the switch closing the wiring 
circuit and again exchanges signals 
with the operator of the central office, 
which signals are interpreted to mean 
that the place of business has been 
closed for the night and the Holmes 
Company’s duties are to commence. 

When guards are dispatched to the 
premises of subscribers they cus- 
tomarily carry portable hand telephone 
sets which they may attach to the 
wires furnished to the subscriber by 
the Holmes Company and carry on 
direct telephone conversations with 
operators at the Holmes Company’s 
central office. The operators at the 
central office are also able by means of 
prearranged signals to attract the at- 
tention of guards at subscribers’ prem- 
ises and cause them to attach their 
telephone sets to the Holmes Com- 
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pany’s wires in order that the opera- 
tors at the central office may converse 
with them. In addition to holding 
direct telephone conversations with 
the operators at the central offices, the 
Holmes Company’s guards also are 
able to communicate with operators at 
the Holmes central offices by the use 
of signals which are interpreted to 
mean that they have arrived at the 
protected premises and also that they 
are ready to leave the premises after 
their investigation has been completed. 

The Holmes Company furnishes 
other types of service than the com- 
mercial electric protective service. 
Such other services include the follow- 
ing: 

A watchman supervisory service. 
This service is rendered by the in- 
stallation of watch boxes at the cus- 
tomer’s premises at desired or strate- 
gic points. A watchman employed by 
the Holmes Company makes regular 
tours of the premises to be protected 
and goes to each watch box or station 
and operates an instrument which 
causes the number of the particular 
box to register on suitable recording 
equipment in the Holmes Company’s 
central office. The subscriber fur- 
nishes to the Holmes Company in ad- 
vance a schedule showing the times at 
which he desires the premises to be 
inspected by the watchman and thus by 
checking the signals recorded on the 
instruments at the central office, the 
Holmes Company is able to assure it- 
self that the watchman employed by it 
has inspected the premises in accord- 
ance with the schedule as agreed upon 
with the customer. 


This 


Emergency alarm service. 
service is furnished during the day- 
light hours when the protected prem- 


ises are open for business. The 
Holmes Company installs in the cus- 
tomer’s premises certain holdup alarm 
buttons or keys which may be operated 
by the customer in cases of emer- 
gency. When such buttons are op- 
erated, a signal is registered in the 
Holmes Company’s central office and 
is interpreted to mean that an emer- 
gency exists at the premises where the 
signal originated. The Holmes Com- 
pany immediately relays the alarm to 
police headquarters, which in turn 
broadcasts it to police radio cars. 

Sentinel service. This service is a 
simplified and modified form of the 
commercial electric protective service. 
It operates generally as does the regu- 
lar commercial electric protective serv- 
ice, the major differences being that 
there is no supervision by the Holmes 
Company as to the time or times at 
which the protected premises may be 
opened without investigation on the 
part of the Holmes Company. Open- 
ings are accepted by the Holmes Com- 
pany as being authorized without in- 
vestigation, assuming that the correct 
signal is given from the premises, even 
though the opening may occur at an 
unusual hour. In the case of the regu- 
lar commercial electric protective serv- 
ice, openings are not accepted without 
investigation being made at the prem- 
ises, if the opening occurs at any time 
other than the regularly scheduled 
opening time. Another difference be- 
tween the sentinel service and the com- 
mercial electric protective service is 
that in furnishing the former service 
the Holmes Company does not have 
possession of keys to the subscriber's 
premises, and is therefore unable to 
make complete investigation in cases 
where disturbances occur. 
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Protective service for telephone 
coin boxes. This service is similar to 
the regular commercial electric protec- 
tive service, in that any attempt to re- 
move a telephone coin box or to break 
it open is registered in the Holmes 
Company’s central office. 

Apartment supervisory — service. 
This is a simplified form of burglar 
alarm service designed to protect a 
group of apartments within a given 
building. It differs from the commer- 
cial burglar alarm service in that indi- 
vidual apartments within a_ given 
building may be entered by authorized 
persons at any time without any signal 
being registered at the Holmes central 
office, providing certain apparatus at 
the premises is properly operated pri- 
or to the entry. When an alarm is re- 
ceived at the central office, guards are 
dispatched by the Holmes Company 


to the building and they determine by 
looking at instruments located at the 


apartment 
apartment 
came. 


building the particular 
from which the alarm 


Elevator call button service. This 
service is usually installed in passen- 
ger elevators in small apartment build- 
ings where a superintendent is not on 
duty during all of the twenty-four 
hours. It is designed to afford the oc- 
cupant of an elevator a means of send- 
ing a signal to the Holmes central of- 
fice to obtain assistance in the event 
the elevator stops betwen floors or if 
some other emergency occurs. 

Post patrol service and special post 
service. These services involve the as- 
signment of patrolmen or watchmen 
to a group of customers or to individ- 
ual customers. Such patrolmen cover 
routes assigned to them at periodic in- 
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tervals during the night, much the 
same as police officers do. 

House protection service. This 
service is ordinarily used when houses 
are closed during the summer or win- 
ter. In many cases, this protection is 
afforded through the use of ordinary 
telephone wires already installed on 
the premises to be protected. The tele- 
phone service is ordinarily disconnect- 
ed when the house is unoccupied and 
when the Holmes service is subscribed 
for such wires are cross-connected to 
the Holmes central office and used for 
the purpose of affording protection 
against burglary. 

Local burglar alarm service. This 
service does not involve the use of 
wires beyond the premises protected. 
A system of wiring is installed upon 
the subscriber’s premises and when the 
premises are interfered with, a gong 
or other loud-sounding alarm device 
is caused to operate. 

The Holmes Company has offices in 
the boroughs of Manhattan, Bronx, 
and Brooklyn and furnishes burglar 
alarm wire service to approximately 
9,700 customers in those boroughs. It 
is the only company in such boroughs 
which furnishes a commercial electric 
protective burglar alarm service by 
means of central offices. The tariff of 
the New York Telephone Company 
governing the leasing of wires such as 
are used by the Holmes Company in 
furnishing service to its customers 
provides that such wires may only be 
leased by wire-using companies fur- 
nishing services by means of wires of 
circuits in the public streets and hav- 
ing lawful power to lease and operate 
same in the municipality where the 
services are furnished and which com- 
panies are not engaged in the rendi- 
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tion of telephone service or other serv- 
ice in competition with service ren- 
dered by the telephone company or its 
associated companies. The practice of 
the New York Telephone Company is 
to deny the use of its wires to compa- 
nies not incorporated under the provi- 
sions of the Transportation Corpora- 
tions Law and not having a franchise 
from the municipality in which it 
wishes to operate. Owl Protective Co. 
vy. Public Service Commission (1938) 
254 App Div 600, 2 NY Supp(2d) 
892. 

The conditions in the tariff of the 
telephone company which have been 
referred to no doubt explain why the 
Holmes Company has apparently been 
able to maintain a monopoly on the 
furnishing of so-called electric protec- 
tive service by means of the use of 
central offices in three boroughs of 
New York city. A similar business is 
carried on in the boroughs of Queens 
and Richmond by the American Dis- 
trict Telegraph Company. 

Section 90 of the Public Service 
Law provides: 

“Application of article. The provi- 
sions of this article shall apply to com- 
munication by telegraph or telephone 
between one point and another within 
the state of New York and to every 
telegraph corporation and telephone 
corporation.” 

Section 5 of the Public Service Law 
provides, in part, as follows: 

“5. Jurisdiction of Public Service 
Commission. The jurisdiction, super- 
vision, powers, and duties of the Pub- 
lic Service Commission shall extend 
under this chapter: 


“4. To every telephone line which 
lies wholly within the state of New 


York and that part within the state of 
New York of every telephone line 
which lies partly within and partly 
without the state of New York and to 
the persons or corporations owning, 
leasing, or operating any such tele- 
phone line.” 

“5. To every telegraph line which 
lies wholly within the state of New 
York and that part within the state of 
New York of every telegraph line 
which lies partly within and partly 
without the state of New York and to 
the persons or corporations owning, 
leasing, or operating any such tele- 
graph line.” 

Section 2 of the Public Service Law 
provides, in part, as follows: 

“17. The term ‘telephone corpora- 
tion,’ when used in this chapter, in- 
cludes every corporation, company, as- 
sociation, joint-stock association, part- 
nership, and person, their lessees, trus- 
tees, or receivers appointed by any 
court whatsoever, owning, operating, 
or managing any telephone line or part 
of telephone line used in the conduct 
of the business of affording telephonic 
communication for hire; excepting, 
however, any corporation, company, 
association, joint-stock association, 
partnership, or person, their lessees, 
trustees, or receivers, who or which do 
not operate the business of affording 
telephonic communication for profit.” 

“18. The term ‘telephone _ line’ 
when used in this chapter, includes 
conduits, ducts, poles, wires, cables, 
cross-arms, receivers, transmitters, in- 
struments, machines, appliances, and 
all devices, real estate, easements, ap- 
paratus, property, and routes used, op- 
erated or owned by any telephone cor- 
poration to facilitate the business of 
affording telephonic communciations.” 
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“19. The term ‘telegraph corpora- 
tion,’ when used in this chapter, in- 
cludes every corporation, company, as- 
sociation, joint-stock association, 
partnership, and person, their lessees, 
trustees, or receivers, appointed by any 
court whatsoever, owning, operating 
or managing any telegraph line or part 
of telegraph line used in the conduct 
of the business of affording for hire 
communication by telegraph.” 

“20. The term ‘telegraph line ’’ when 
used in this chapter, includes conduits, 
ducts, poles, wires, cables, cross-arms, 
instruments, machines, appliances, 
and all devices, real estate, easements, 
apparatus, property, and routes used, 
operated, or owned by any telegraph 
corporation to facilitate the business 
of affording communication by tele- 
graph.” 

The legislature of this state, by en- 
acting the above provisions of law, 
intended that the Public Service Com- 
mission should exercise the regulatory 
powers granted to it by Art. 5 of the 
Public Service Law over all corpora- 
tions engaged in the business of fur- 
nishing communication by telegraph 
or by telephone between points within 
the state of New York. 

Do the operations of the Holmes 
Electric Protective Company constitute 
the business of affording communica- 
tion for hire by telephone or telegraph? 

In Browne v. National Dist. Teleg. 
Co. (1920) 24 NY Off Dept R 101, 
the Public Service Commission, Sec- 
ond District, considered a question 
similar to that presented here. The 
memorandum in that proceeding writ- 
ten by Commissioner Van Namee 
shows that the National District Tele- 
graph Company was engaged in ren- 
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dering a service similar to, if not iden. 
tical with, the electric protective serv. 
ice furnished by the Holmes Com. 
pany, i.e., both companies furnished 
a protective service against burglary 
by means of electric wires leading 
from protected premises to central of- 
fices, 

There can be little doubt but that the 
Holmes Company has relied upon the 
decision of the Second District Com- 
mission in the above proceeding as 
providing it with a proper excuse for 
not filing annual reports with the Com- 
mission and for not complying with 
the various provisions of the Public 
Service Law applicable to telegraph 
corporations. 

The reasoning used in Commission- 
er Van Namee’s memorandum in the 
National District Case as to why that 
company was not within the jurisdic. 
tion of the Public Service Commission, 
Second District, is also appropriate 
for use in determining the question 
with respect to the jurisdiction of this 
Commission over the operations of the 
Holmes Company. He wrote as fol- 
lows: 

“The Commission should be slow to 
hold that the legislature by words of 
general import intended to embrace 
within the meaning of the Public Serv- 
ice Commissions Law companies car- 
rying on the business of private watch- 
man and which use as a means of 
communication between itself and its 
subscribers telephonic or telegraphic 
appartus. It is true that the business 
could not be conducted without the use 
of such apparatus but the signals and 
communication by wire are only the 
means of setting in operation the forces 
and service for which the company rfe- 
ceives its pay. The mére recording of 
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the signals or the telegraphic communi- 
cation would be of no value to the sub- 
scriber were it not followed by other 
action on the part of the company. It 
is, therefore, evident that the telegraph 
and telephone apparatus used by the 
company is only incidental and as a 
means of setting in motion the result- 
ing service which it is the business of 
the company to render to its subscrib- 
ers. It must be borne in mind also 
that its subscribers cannot even com- 
municate with each other much less 
to the public in general. The telegraph 
and telephone service are merely sig- 
nals to the company that something 
has happened to call for investigation 
by a watchman in furtherance of its 
contract. It is hardly a reasonable in- 
terpretation of the meaning of the law 
to say that this is a company conduct- 
ing a business by ‘affording for hire 
communication by telegraph’ or of ‘af- 
fording telephone communication for 


hire,’ the definition of telegraph and 
telephone corporations in our statutes. 

“The Commission is of the opinion 
that the telegraph and telephone com- 
panies over which it has been given 
power of regulation are those general- 
ly recognized as such by the common 
understanding of man and that it 
would be a violent interpretation of 
such understanding to hold that this 
company is generally recognized as ei- 
ther a telegraph or telephone company. 
It may be entirely proper for the state 
to assume the regulation of this and 
similar companies but this should be 
done by a legislative act enlarging the 
provisions of the Public Service Com- 
missions Law so as to confer undis- 
puted jurisdiction upon the Commis- 
sion. .’ (Pages 109-111.) 

It is, therefore, determined that the 
Commission does not have jurisdic- 
tion over Holmes Electric Protective 
Company. 





NEW YORK DEPARTMENT OF PUBLIC SERVICE, STATE DIVISION, 
PUBLIC SERVICE COMMISSION 


Re New York Power & Light Corporation 


[Case No. 9533.] 


Leases, § 3 — Ground for disapproval — Verbal agreement — Indefiniteness. 
A lease of utility property by one company to another, based on a verbal 
agreement, although it may be legal under Real Property Law, § 259, be- 
cause it is indefinite as to duration and is not for a longer period than one 
year, should not be approved by the Commission, but the applicant for ap- 
proval should reduce the agreement to a memorandum and file the same 
so that the Commission may have definite information as to the terms and 


conditions. 


[December 30, 1940.] 


F  ignasaniees for approval of verbal agreement for lease of 


substation; denied. 
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APPEARANCE: LeBoeuf, Machold 
and Lamb (by Lauman Martin of 
Counsel), New York city, Counsel 
for the New York Power and Light 
Corporation and the Central New 
York Power Corporation. 


BREWSTER, Commissioner: In the 
year 1929, the Cortland County Trac- 
tion Company was an electric corpora- 
tion having franchises and distribut- 
ing electricity in the city of Cortland, 
the villages of Homer and McGraw, 
and in the town of Cortlandville 
Preble, Scott, Solon, Virgil, and Ho- 
mer in the county of Cortland. 

By agreement, dated January 13, 
1929, the New York Power and Light 
Corporation contracted to furnish to 
the Cortland County Traction Com- 
pany all of the electric energy required 
in the conduct of that company’s busi- 
ness, the contract by its terms expir- 
ing January 13, 1939. Just prior to 
this time and beginning in 1928 the 
New York Power and Light Corpo- 
ration constructed a substation at the 
city of Cortland and a transmission 
line extending from the company’s 
substation in Oneida to the Virgil- 
Lapeer town line where it connected 
with the transmission line of the Bing- 
hamton Light, Heat and Power Com- 
pany (now New York State Electric 
& Gas Corporation), this transmission 
line passing through the Cortland sub- 
station. The transmission line of the 
Binghamton Light, Heat and Power 
Company was constructed about the 
same time and extended from the 
Binghamton generating plant of that 
company to the Virgil-Lapeer town 
line. The New York Power and Light 
Corporation entered into a contract 
with the Binghamton Light, Heat and 
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Power Company, which contract pro- 
vided for the sale of electric power by 
the Binghamton Light, Heat and Pow. 
er Company to the New York Power 
and Light Corporation. The energy 
was transmitted over the transmission 
line of the Binghamton Company to 
the Virgil-Lapeer town line and from 
there to Cortland over the New York 
Power and Light Corporation line. 

On or about May 1, 1930, the New 
York Power and Light Corporation, 
by verbal agreement, assigned to the 
Cortland County Traction Company 
its agreement with the Binghamton 
Light, Heat and Power Company for 
the purchase of electric energy and 
thereafter until 1939 the Cortland 
Company purchased its electric energy 
requirement direct from the Bingham- 
ton Company. 

At the same time, the New York 
Power and Light Corporation entered 
into a verbal agreement with the Cort- 
land County Traction Company where- 
by the Cortland Company took over 
the operation of the Cortland substa- 
tion of the New York Power and 
Light Corporation and agreed to pay 
$2,500 per month for the use of the 
facilities of said substation and the 
use of the transmission line extending 
from the Cortland substation to the 
Virgil-Lapeer town line. The peti- 
tion alleges that this arrangement in- 
cluded the use of the transmission 
line extending from Oneida to Cort- 
land but it is not clear in the testimony 
whether this portion of the transmis- 
sion line was included in the agree- 
ment. At page 10239 of the testimony 
in Case No. 8490 (see 30 PUR(NS) 
385), which was taken into the record 
in the present proceeding, Mr. An- 
drews, chief engineer of the company 
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stated: “Incidentally, although per- 
haps not included specifically in the 
rental agreement, is the relay service 
provided by the 110,000-volt line run- 
ning from Oneida to Cortland.” 

After the Cortland County Trac- 
tion Company assumed the contract 
with the Binghamton Company it se- 
cured all of its energy from that com- 
pany until January, 1939, and the 
transmission line from Cortland to 
Oneida became merely a tie line with 
the New York Power and Light Cor- 
poration over which it could receive 
energy in case of failure in the supply 
from the Binghamton Company. 

In 1933, the Cortland County Trac- 
tion Company was acquired by the 
Syracuse Lighting Company, Inc., 
and as of July 31, 1937, the Syracuse 
Lighting Company, Inc., was consoli- 
dated into the Central New York 
Power Corporation, which corporation 
now has whatever rights and interest 
the Cortland County Traction Com- 
pany had by reason of its verbal agree- 
ment with the New York Power and 
Light Corporation. 

The written contract with the New 
York State Electric & Gas Corpora- 
tion for the purchase of power expired 
January 1, 1939, and since that date 
the Cortland district has been supplied 
with electric energy by the Central 
New York Power Corporation. The 
Central New York Power Corpora- 
tion has a transmission line which con- 
nects with the transmission system of 
the New York Power and Light Cor- 
poration north of Oneida and which 
in turn passes through the Oneida sub- 
station and switch station of that com- 
pany and thence to Cortland. Also, 
connecting with the New York Power 
and Light Corporation at or near 


Oneida is a transmission line of the 
Niagara, Lockport & Ontario Power 
Corporation from the west and there 
is also the connection before mentioned 
of the New York State Electric & Gas 
Corporation transmission line at the 
Virgil-Lapeer town line and a further 
connection with the New York State 
Electric & Gas Corporation transmis- 
sion Line with that of the Niagara, 
Lockport & Ontario Power Corpora- 
tion at or near Geneva. 

As far as it can be identified the 
power furnished to the city of Cort- 
land comes from the power resources 
of the Central New York Power Cor- 
poration over this transmission loop. 

As set forth in the written memo- 
randum prepared by Mr. Andrews, 
chief engineer of the Central New 
York Power Corporation, and re- 
ceived into the record in this proceed- 
ing by stipulation, there is an inter- 
change power agreement between Cen- 
tral New York Power Corporation, 
New York Power and Light Corpora- 
tion, Niagara, Lockport & Ontario 
Power Corporation, and New York 
State Electric & Gas Corporation and 
each delivers power into the loop above 
described and takes out power there- 
from. 

Section 259 of the Real Property 
Law provides that a contract for the 
leasing for a longer period than one 
year of any real property, or any in- 
terest therein, is void unless the con- 
tract, or some note or memorandum 
thereof, is in writing and signed by 
the lessor or grantor. However, a 
verbal lease for less than one year is 
legal and enforceable. The petition- 
er, New York Power and Light Cor- 
poration, in this proceeding contends 
that the verbal agreement with the 
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Cortland County Traction Company 
(now Central New York Power Cor- 
poration) is a lease from month to 
month permitted to continue by agree- 
ment of the parties and therefore does 
not come within the provisions of 
§ 259 of the Real Property Law. 
Where the terms and conditions of a 
verbal lease are clear and determin- 
able, a lease from month to month 
permitted to continue by agreement of 
the parties is good and enforceable. 
While it may be that the existing 
verbal agreement is a legal and binding 
lease cancellable by either party on 
thirty days’ notice, this verbal agree- 
ment raises several questions which 
must be considered by the Commission 
in passing upon the approval thereof. 
It is clear from the record that the 
lessee is to pay $2,500 per month to 
the lessor. It is not equally clear who 


is to pay the cost and expenses of 
maintaining and operating the Cort- 


land substation. The Cortland Coun- 
ty Traction Company and later the 
Central New York Power Corpora- 
tion have actually paid the operating 
expenses and maintenance of the Cort- 
land substation and the New York 
Power and Light Corporation has 
paid the taxes. It may be assumed 
that this is a part of the agreement, 
although there is no specific testimony 
as to that fact. It is not clear whether 
these maintenance expenses cover 
maintenance of the transmission line 
or not. It appears to have been the 
practice where replacements are re- 
quired for the Central New York Pow- 
er Corporation to make the replacement 
and bill the New York Power and 
Light Corporation therefor. 

This verbal agreement has been in 
effect for ten years, being a month-to- 
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month agreement, which may continue 
in perpetuity unless terminated by one 
of the parties. It may continue at will 
under terms and conditions agreed to 
from time to time between the parties, 

The Commission is asked to approve 
of an agreement which may extend 
indefinitely into the future or may be 
changed at will, the knowledge of the 
terms and conditions of which are con- 
fined to those participating in the orig. 
inal verbal agreement or such infor- 
mation as may be obtained from the 
records of payment, maintenance, and 
operating expenses of the two com- 
panies. 

Illustrating the difficulty of deter- 
mining the exact terms and conditions 
of an agreement where it is verbal and 
where a period of time has _ lapsed 
since it was entered into, Mr. Andrews, 
now the chief engineer of the lessee 
and responsible for the operation and 
maintenance of the Cortland substa- 
tion, when asked as to whether under 
the verbal agreement of May 1, 1930, 
the Cortland County Traction Com- 
pany undertook to operate and main- 
tain the substation and to pay a rental 
of $2500 per month said— 


A. That is my information. I may 
qualify that by saying that May 1, 
1930, is prior to my actual presence 
in Syracuse as assistant to Mr. Piek, 
so that I was not a party or aware of 
the actual proceedings at the time the 
arrangement was made. 


Further testimony by Mr. Andrews 
at this point is as follows: 


Q. Is there anything in this contract 
as to who shall maintain this substa- 
tion, the Cortland substation? 

A. In this particular contract? 

QO. Yes. 
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A. It is the obligation of the New ments and accounting since that date. 


York Power and Light Corporation. 
Q. To matintain it? 
A. According to the contract, yes. 
Q. Is there anything in the con- 
tract between the Cortland County 
Traction Company and the New 
York Power and Light Corporation 
as to maintenance of this substation? 
A. Nothing other than the obliga- 
tion of the New York Power and 
Light Corporation to supply the Cort- 
land County Traction Company with 
current at 4,600 volts or 33,000 volts. 


Commissioner Brewster to witness: 

Q. It would naturally follow from 
that that the maintenance of any facili- 
ties that the New York Power and 
Light Corporation uses would have to 
be carried on by them, because it is 
their property? 

A. Yes, that is true. As I recall 
the contract—I am reciting from mem- 
ory now—there is no specific provi- 
sion regarding maintenance of the sub- 
station. The contract provides for 
delivery of energy at a voltage. 


(Pages 10337 and 10338—Minutes 
in Case 8490, supra, received in rec- 
ord in Case No. 9533.) 

Thereafter, and after consulting 
the records of the company as to costs 
of operation and maintenance and 
who paid them, it became clear that 
the Cortland County Traction Com- 
pany and its successors actually paid 
those expenses. No one was produced 
who was present at the time the agree- 
ment was entered into, and we are 
asked to approve as to the terms and 
conditions of this verbal agreement, 
not what was said as to terms and con- 
ditions thereof at the time entered into 
but what has been the history of pay- 
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There is an oral agreement between 
the New York Power and Light Cor- 
poration and the New York State 
Electric & Gas Corporation covering 
the purchase and sale of surplus ener- 
gy over the Oneida-Lapeer-Virgil 
transmission line. A memorandum of 
this oral agreement was filed with the 
Public Service Commission on No- 
vember 25, 1936, as No. 79-A of New 
York Power and Light Corporation 
contracts (from memorandum of Mr. 
Andrews received in the record by 
stipulation). 

If a memorandum of the oral agree- 
ment for the interchange of power 
between the New York Power and 
Light Corporation and the New York 
State Electric & Gas Corporation, set- 
ting forth the terms thereof, can be 
filed with the Commission, it is possi- 
ble for the New York Power and 
Light Corporation to reduce the ex- 
isting agreement to a memorandum 
and file the same with the Commission 
so that the Commission may have defi- 
nite information as to the terms and 
conditions thereof. This, however, 
would not remove the objection that 
there is no term within which the 
agreement may expire. The arrange- 
ment would still be one that might 
continue indefinitely and without lim- 
it. 

It appears that conditions have 
changed since the original agreement 
was entered into. Energy for distri- 
bution at Cortland was then supplied 
by the New York State Electric & Gas 
Corporation and is now supplied by 
Central New York Power Corpora- 
tion. Other changes in conditions 
may take place. It is of importance 
that the Commission should know defi- 
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nitely what it is approving and how 
long the lease approved of will con- 
tinue. 

It should be possible to reduce the 
oral agreement to writing and to fix a 
reasonable period of time for its expi- 


know exactly what the terms and con- 
ditions of the agreement are and for 
how long a period it is to run. There 
is too much of indefiniteness about the 
present agreement. 

I recommend that an order be js- 


ration. The Commission would then sued denying the petition. 





OKLAHOMA SUPREME COURT 


Frank O. Lowden et al. 


Vv. 


State 


[No. 29324.] 
(— Okla —, 106 P(2d) 801.) 


Service, § 394 — Railroads — Station. 
1. The facilities to be furnished at any station need only be adequate to 
the requirement of said station and should be in a measure commensurate 
with the patronage and receipts from that portion of the public to whom 
the service is rendered, p. 63. 


Service, § 267 — Discontinuance — Railroad station agency. 
2. It is not reasonable to require the maintenance of a full-time agency 
station when the cost of such service is out of proportion to the revenue 
derived from that portion of the traveling public benefited thereby, es- 
pecially where a substitute service may be provided which will afford the 
same essential service but is less convenient, p. 63. 


[October 22, 1940.] 


Headnotes by the Court. 


F ee from Commission order denying authority to dis- 
continue full-time station agent; order vacated. 


¥ 


APPEARANCES: W. R. Bleakmore, Bay.ess, C. J.: February 7, 1936, 


Robert E. Lee, John Barry, and W. L. 
Farmer, all of Oklahoma City, for 
plaintiffs in error; L. V. Reid, S. J. 
Gordon, and Sid White, all of Okla- 
homa City, for defendant in error. 
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receivers for Chicago, Rock Island & 
Pacific Railway Company filed an ap- 
plication with the Corporation Com- 
mission for authority to discontinue 
their regular full-time station agent at 





LOWDEN v. STATE 


Faxon, Oklahoma, and to substitute 
for the services rendered by such agent 
a caretaker’s service at a greatly re- 
duced cost to them. For some reason 
the hearing on this application and the 
protest thereto was continued from 
time to time. September 24, 1936, 
a supplemental application was filed. 
September 6, 1938, a second supple- 
mental application was filed; and on 
October 18, 1938, after notice, this 
matter came on for hearing on all of 
these matters. Generally, the basis for 
the applications is: That the business 
of the railroad at this station is sea- 
sonal, nearly 85 per cent of the yearly 
total arising from the shipment of 
wheat in the months of June and July; 
and the quantity of business and the 
revenue therefrom during the other 
ten months of the year does not justify 
the services of a full-time agent. 


Upon the showing made at the hear- 


ing, the Corporation Commission 
made an order on December 31, 1938, 
denying the application, and the re- 
ceivers have appealed. 

The receivers introduced in evi- 
dence detailed statements of the quan- 
tity of freight moving into and out of 
Faxon during the period beginning 
with the month of July, 1936, and end- 
ing with July, 1938, and the showing 
thus made reasonably tends to support 
the application. 

[1, 2] At this point it is well to ob- 
serve that the parties are not differing 
over the law applicable to situations of 
this kind as announced by this court, 
and each side cites and discusses Kurn 
v. State (1935) 175 Okla 379, 52 P 
(2d) 841; Kurn v. State (1937) 179 
Okla 440, 18 PUR(NS) 521, 66 P 
(2d) 52; and Lowden v. State (1938) 
182 Okla 549, 78 P(2d) 1059; as well 


as decisions of courts of other states. 
We think that each side recognizes 
that the facilities to be furnished at a 
particular station must be justified on 
the basis of reasonable need and pub- 
lic convenience, as well as on the basis 
of revenue. We think the real point 
of difference between them is the rea- 
sonableness of the order in the light of 
all of the facts brought to the attention 
of the Corporation Commission. 

By the provisions of § 22, Art. IX, 
Const. of Oklahoma, Okla. Stat. Ann., 
it is provided that on appeal from the 
Corporation Commission to this court 
“the action of the Commission ap- 
pealed from shall be regarded as prima 
facie just, reasonable, and correct; 
P ” We said in an opinion regard- 
ing this admonition, in Re Intrastate 
Express Rates (1913) 40 Okla 237, 
254, 138 Pac 382, 390: “The rule is 
the prima facie presumption that the 
order is just, reasonable, and correct 
by force of § 22, Art. 9 (§ 240, Wil- 
liams’ Ann. Ed.) of the Constitution 
of this state, Okla., Stat. Ann., is a pre- 
sumption arising upon the finding of 
the Commission that the order based 
upon the facts in the record is pre- 
sumed, upon appeal in this court, to be 
prima facie just, reasonable, and cor- 
rect, subject to be rebutted or over- 
come by the facts in the record as 
found and weighed by this court on re- 
view. If there is any evidence 
reasonably tending to support the or- 
der, then the burden is upon the appel- 
lants to show by evidence in the record 
so strong and conclusive as to over- 
come all presumptions in its favor that 
the same is unreasonable and unjust. 
Unless they meet that burden in this 
legislative review, the order of the 
Commission must be affirmed.” 
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OKLAHOMA SUPREME COURT 


The protestants offered evidence 
wherein it appeared that as a matter of 
civic pride and to preserve and main- 
tain the full facilities of the railway 
company the citizens of the community 
had undertaken to increase the busi- 
ness of the railway company at that 
point, and that, whereas in 1936 and 
1937, all cotton ginned at Faxon had 
been shipped by truck, in 1938 all cot- 
ton was being shipped by rail, and that 
at the date of the hearing 403 bales of 
cotton had been shipped by rail and 
this was roughly half of the expected 
shipments. The testimony showed 
that such shipments began in Septem- 
ber and last into the month of Decem- 
ber of each year. There was also some 
testimony of inconvenience. 


Our opinion in Lowden v. State 


(1940) 186 Okla 654, 100 P(2d) 


890, is a reasonably analogous case. 
In our decision in that case it was de- 
cided that it is reasonable to require 
the maintenance of a full time agent 


only for the season that the need there- 
for and the business and revenue re- 
quire and justify. 

In this case the evidence of the par- 
ties did not cover the same period 
of time. The protestants introduced 
evidence covering a period of time sub- 
sequent to the showing of the appli- 
cant. Actually, the evidence tends to 
establish a period of six to seven 
months when the movement of the 
wheat and cotton crops require and 
justify the maintenance of a full time 
agent, and that during the other 
months a substitute service would be 
adequate. 

Upon consideration of this matter, 
we are of the opinion the order should 
be vacated with directions to enter an 
order in conformity with the views 
expressed herein. 


Welch, Osborn, Gibson, Davison, 
and Neff, JJ., concur. 


Riley, Corn, and Hurst, JJ., absent. 
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All-around ability for hauling heavy loads makes this flat-bed stake model a popular unit. 


TRUCKS 
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International 


all-truck construction insures long years of economical transportation. 


NEW Power... NEW Stamina...NEW Economy 


NOW International Harvester presents 
the new International HEAVY-DUTY 
Trucks—rugged, powerful trucks that 
are built for heavy hauling! Here is a 
glimpse of one of the many handsome 
models with which International begins 
its 34th year of truck manufacture. 


From the moment you enter the new 


fall-steel Comfort Cab with its foam-type 


tubber seat cushion and put one of these 
beautiful new trucks in motion, you will 
feel the difference. First, you will find 
arevelation in easy steering. Outstand- 
Ing engineering is evident in the new 
Hi-Tork brakes, the rugged rear axle, 
the larger easier-riding springs. These 


and many other International features, 
topped by the powerful new engine, 
bring you what it takes to out-perform 
and out-economize the past. 


Get acquainted with International’s 
new K-line trucks and you will under- 
stand why more heavy-duty Interna- 
tionals are sold than any other make. 
See these new Internationals at the 
nearest dealer’s showroom, or at any 
Company-owned branch. Catalogs will 
be sent on request. 


INTERNATIONAL HARVESTER COMPANY 


180 North Michigan Avenue Chicago, Illinois 


INTERNATIONAL TRUCKS 
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J) Industrial Progress 


Selected information about manufacturers, new prod- 
ucts, and new methods. Also news on utility expansion 
programs, personnel changes, recent and coming events. 


E. E. J. Sales Conference 
Scheduled for Chicago 


HE Eighth Annual Sales Conference of 

Edison Electric Institute at Edgewater 
Beach Hotel, Chicago, on March 31st through 
April 3rd will bring together several hundred 
of the commercial men of the electrical indus- 
try. Representatives of all branches of the in- 
dustry interested with the utility in business 
development are welcome to attend, according 
to an announcement by the Institute. 

An innovation this year will be Sectional 
Conferences to make it possible for wider dis- 
cussion of important classifications of business. 
Problems of Rural Sales Development, Power 
Sales, Lighting Sales and Home Service will 
be highlighted in special sessions. 

The Program of the Power Sales Section 
covers two full days—March 3lst and April 
Ist. This is a joint conference with the Great 
Lakes Power Club and is the only one that will 
be closed to other than utility representatives. 

Running parallel with Power will be the 
Rural Sales Section Conference, all sessions of 
which will be open to members of the electrical 
industry. 

On April Ist there will be a Lighting Sales 
Conference morning and afternoon, and in 
parallel with this the Home Service women of 
the industry will have a full-day meeting. 

The General Sessions will be on Wednesday 
and Thursday, April 2nd and 3rd, with promi- 
nent speakers from within and without the in- 
dustry on important and timely subjects. All 
sessions are open. At the closing luncheon ses- 
sion the second day there will be a Symposium 
on National Defense. 


Temperature Relay Improved 


N improved temperature relay wire 
Type CFT has been announced by the Gen- 
eral Electric Company for protection of ma- 
chines and transformers against overloading. 
The CFT embodies the induction-cylinder 
design, and supersedes the Type ICT induc- 
tion-disk relay. 
No change has been made in the circuit, and 
the improved relay still serves as the galva- 





DICKE TOOL CO., Inc. 
DOWNERS GROVE, ILL. 
Manufacturers of 
Pole Line Construction Tools 
They’re Built for Hard Work 











nometer in a Wheatstone bridge circuit com- 
prising a resistance temperature detector in 
one arm and tapped bridge resistors in the 
other three arms. 

In this application, the normal operating 
region of the relay is, of necessity, close to the 
pickup point. Consequently, the high-torque 
characteristic of the induction-cylinder feature 
provides more dependable and more consistent 
protection. 


Eye Protection Program 
Shows Savings 


7. suggestions to help inaugurate a suc- 
cessful eye protection program, especially 
from the point of view of management, have 
been advanced by T. A. Walsh of American 
Optical Company’s Safety Division. 

First step in starting such a program, he 
states, is to keep adequate and accurate rec- 
ords of accident costs and data. These records 
should include costs of medical expense, com- 
pensation for lost time, loss in production, 
spoilage, and other pertinent information. 

Second, the report to the management should 
be made in terms of dollars and cents, and 
not in man hours. Busy executives in front 
offices have little time or inclination to trans- 
late lost man hours into dollars and cents. But 
if a report is submitted that $200 was lost in 
a department because of eye injuries and only 
$100 is needed to equip everybody in the de- 
partment with safety goggles to prevent the 
recurrence of such expenses, the moral is 
obvious. 


Robertshaw Education Service 
For Home Economists 


ry Education Service for home economics 
teachers is now provided by Robertshaw 
Thermostat Company. Announcements of the 
new promotional activity were made at recent 
luncheon meetings in Chicago and New York 
before large groups of women editors and 
home economics directors. 

— at the luncheon meetings were Mr. 
J. A. Robertshaw, President and Mr. H. T. 
Sid Vice President of the Robertshaw Ther- 
mostat Co., Youngwood, Pa., who outlined the 
history, background, and present developments 
in oven heat control. Miss Howe, home econ- 
omist, and co-editor of What's New In Home 
Economics, presented the technical discussion 
of the scientific study upon‘which this educa- 
tional service is based. r 

The new Educational Service presents tor 
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The unbeatable economy of Kinnear 
Rolling Doors has a two-fold source. 
First, in the extra ruggedness and dura- 
bility of their all-steel interlocking-slat 

. secondly, in the effi- 


openings of any size, in old or new 
buildings, with motor or manual control. 
Write today for complete details! 


The h l \\ N L A i Manufacturing Company 


CUbG0-H0 FIELUS AVENUE CULUMBUS. OHIO 


Factories: Columbus, Ohio, and fan Prancisca, California 
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the first time a complete and scientific study 
of the importance of accurately measured heat 
upon baking and roasting. A 24-page textbook 
is provided for teachers. Large illustrated 
wall charts for classroom use are also pro- 
vided as well as a student folder which ‘gives 
the complete story of Measured Heat in form 
that students can use in their notebooks or 
carry home. This material is now in the hands 
of more than 6,000 home economics teachers 
in schools and colleges in every state of the 
Nation. 


Guth Diffusing Strips Snap On 
Fluorescent Lamps 


ECENTLY developed Guth “P-F-C” plastic 
R diffusing strips snap on fluorescent lamps 
to improve fluorescent lighting installations. 
The new diffusing strips, in 12 in. and 24 in, 
lengths, provide refinement for any fluorescent 
lighting installation where T-12 (13 in.) lamps 
are used in open type fixtures. 

“P-F-C” diffusing strips reduce lamp 
brightness 30 per cent yet transmit more light 
than glass panels. Moreover, the “P-F-C” 
strips are safer, according to the manufac- 


turer. These light-weight diffusers are made 
of shatter-proof plastic and are held securely 
on lamps with strong clamps that easily snap 
on or off. 

Richly grained and trimmed with decorative 
fluting, the new “P-F-C” strips, in white, pink 
or yellow, add to the beauty of the fixture. 
The white “P-F-C” strips are used on general 
illumination applications for eye ease. The yel- 
low strips with white lamps and the pink strips 
with daylight lamps give life and tone to 
fluorescent lighting. Further information may 
be had from The Edwin F. Guth Company, 
St. Louis, Mo. 





MARTENS & STORMOEN 
successors to 
THONER & MARTENS 


Disconnecting and Heavy Duty Switches 


15 Hathaway St., Boston, Mass. 











Proportional Spacing Features 
IBM Writing Machine 


N all-electric, proportional spacing type- 
writer has been introduced by Interna- 
tional Business Machines ‘Corporation. The 
machine is provided with special 12-point Ro- 
man Book type, or with a fine line type, simi- 
lar to conventional typewriter type, for stencil 
writing or making multiple carbon copies. 

The proportional escapement automatically 
allows space for each character according to 
its width, varying from 2 to 5 units of 1/32 
inch each. Spaces between words can be made 
of any width from one unit up. 

A page typed with the new proportional 
spacing machine does not show the character- 
istic vertical lines formed by the white space 
between the letters by the conventional type- 
writer, thereby producing greater legibility, it 
was stated. The 12-point book type is slightly 
larger than conventional typewriter pica, but, 
owing to the proportional spacing, occupies 
15 percent less space. Approximately the same 
space is required for the 12-point book type 
as for ordinary typewriter elite. Since this 
type can be reduced in size and still have better 
legibility than standard type, even greater 
space savings are obtainable depending on the 
amount of reduction employed. 

All numerals on the proportional spacing 
machine have a standard spacing of three 
units so that they will line up vertically for 
tabular work. The keyboard, is provided with 
an interlock system which prevents the collid- 
ing or piling of type. 

The machine accommodates paper 11 inches 
wide, and imprints a type line 9% inches wide. 


AGAEM Plans Exhibit 


HE Association of Gas Appliance and 

Equipment Manufacturers will hold an 
exhibition of gas appliances, accessories and 
equipment in the Municipal Auditorium, At- 
lantic City, N. J., the week of October 20, 1941, 
it has been announced by W. E. Derwent, pres- 
ident of the association and vice president of 
the George D. Roper Corp., Rockford, III. The 
exhibit will be held concurrently with the 
American Gas Association’s 23rd annual con- 
vention being held during the same week. This 
will be the first national exhibit of gas appli- 
ances since 1936. More than 200 manufac- 
turers are expected to participate. 


Sterling Engine Co. Expands 


ONSTRUCTION of additional assembly facili- 
C ties of 100,000 square feet is being planned 
by the Sterling Engine Company, Buffalo, N. 
Y., according to a recent announcement ol! 
Addison Vars, president. This step has be- 
come necessary because of the steadily increas- 
ing demand for Sterling engines of all models, 
both for National Defense and for private 
marine and industrial use. : 

Three new members of the board of di- 
rectors are: Lawrence D. Bell, president 0 
the Bell Aircraft Corporation; William J. 
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Conners, president and publisher of the Buffalo 
Courier-Express; and Reginald B. Taylor, 
Buffalo financier and industrialist. 

Other members are Spencer H. Logan, 
chairman; Charles A. Criqui, vice chairman ; 
Addison F. Vars; Edward H. Townsend, ex- 
ecutive vice president and treasurer; Frank G. 
Raichle, secretary ; also Frank G. Cooban, vice 
president of the Hewitt Rubber Corporation 
of Buffalo, and A. K. Barbee, vice president 
of the Coca Cola Bottling Work of Los Ange- 
les, Calif. 


Public Service Corp. of N. J. 
Orders 269 Buses 


eS and sixty-nine new buses were 
ordered by Public Service Codrdinated 
Transport and Public Service Interstate 
Transportation Company. General Motors 
Truck and Coach (a division of Yellow Truck 
and Coach Manufacturing Company) and 
Mack International Motor Truck Corporation 
will manufacture the vehicles. 

General Motors will build 229 buses, includ- 
ing 125 oil-electrics, 68 oil-mechanicals, and 
36 gas-mechanicals. Mack International will 
build 40, all oil-electrics. 

Of the oil- electrics, 16 will be of forty-pas- 
senger seating capacity, 40 of thirty-two pas- 
senger and 109 of twenty-seven passenger. The 
68 oil-mechanicals will all be of twenty-nine 
passenger seating capacity, and the 36 gas- 
mechanicals, of twenty-three passenger seating 
capacity. 

Upon completion of this order, Public Ser- 
vice will have nearly 750 oil-powered buses, the 
largest fleet of its kind in the United States. 
Public Service also operates 600 all-service ve- 
hicles, the only fleet of its kind in the world. 


> 


Manufacturers’ Notes 


Westinghouse Promotions 


Election of four executives to the rank of 
Vice President is announced by A. W. 
Robertson, chairman of the board, Westing- 
house Electric & Manufacturing Company. 

They are Bonnell W. Clark of New York, 
now president of the Westinghouse Electric 
Supply Company, a subsidiary; R. A. Mc- 
Carty of Philadelphia, manager of the Steam 
Division; Frank D. Newbury of Pittsburgh, 
manager of the Emergency Products Division; 
and A. C. Streamer, of Pittsburgh, general 
manager of the East Pittsburgh Division. 

All the new vice presidents have been identi- 
fied with Westinghouse for many years. 


Appointment of D. S. Gray as headquar- 
ters supervisor of utility sales in announced 
by F. R. Kohnstamm, sales manager of 
the Westinghouse Merchandising Division, 
Mansfield, Ohio. Mr. Gray succeeds W. H. 
Thompson who has been named utility sales 


manager of the Westinghouse Lamp Division, 
with headquarters in Pittsburgh, Pa 

In 1938, Mr. Gray became manager of West- 
inghouse water heater sales and later that year, 
Eastern regional supervisor of the Range and 
Water Heater Department. He went to New 
York in 1939 as supervisor of Merchandising 
Division activities in the Westinghouse World's 
Fair exhibit. In 1940, Mr. Gray served as as- 
sistant manager of the Fair exhibit as well as 
Merchandising supervisor. 


Klein Joins Marmon-Herrington 


Marmon-Herrington Company, Inc., Indi- 
anapolis, Ind., manufacturer of “All-Wheel- 
Drive” and, “crawler” type motor vehicles, an- 
nounces that Seth Klein is now associated with 
the Marmon-Herrington organization at Indi- 
anapolis as assistant to Vice President Bert 
Dingley. 

Starting his career in the automotive indus- 
try in 1912, as purchasing agent of the Cole 
Motor Car Company, Mr. Klein is well known 
throughout the automobile industry. Every 
500 mile race at the Indianapolis Motor Speed- 
way since the first in 1911, has found Seth 
Klein on hand in some official capacity, and 
this will be his 22nd year as starter of the 
great classic. 


¥ 


Equipment Literature 


Wheat Rechargeable Spotlight 


Koehler Manufacturing Co., Marlboro, 
Mass., describes the Wheat rechargeable spot- 
light in a recent bulletin. This portable 
25,000 candlepower lamp gives a 2500 ft. beam. 
It uses a double filament bulb which has a com- 
bined burning life of the two filaments of 
250 hours. Either filament is lighted by a two- 
way toggle switch. Either spotlight or flood 
reflectors may be used. 

The bulletin describes other features includ- 
ing a focusing device, charging outfit and tools 
and accessories. 


J-M Industrial Products 


The new 1941 edition of the Johns-Manville 
Industrial Products Catalog is now available. 
This 52-page, illustrated book contains infor- 
mation and recommendations on high and low 
temperature insulations for every industrial 
need from 400 deg. F. below zero to 2500 deg. 
I’. above. Complete data are also included on 
J-M refractory products and castables ; speci- 
fications on J-M Bonded Asbestos Built- -up 
Roofs and J-M Insulated Roofs; detailed in- 
formation on J-M Corrugated Transite for 
roofing and siding; on J-M industrial friction 
materials; on Transite Electrical Conduit and 
Korduct, Asbestos Ebony and other J-M elec- 
trical materials ; on Transite Pressure Pipe for 
industrial and municipal water lines; on Tran- 
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in today’s transformers! 


Those who use Pennsylvania Transformers 
will come to recognize this nameplate as more 
than a mark of identification. It signifies a 
background of specialized engineering experi- 
ence that manifests itself in fundamental 
transformer improvements, resulting in long- 
er transformer life, dependable performance, 
vital operating economies! Look for this 
plate on the transformer you buy! 





KYA 
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IMPEDANCE 





TRANSFORMER 


CONNECTION DIAGRAM = PLAN VIEW FACING LOW VOLTAGE 








Lope TRANSFORMER COMPANY 


1701 ISLAND AYENUE, N. S., PITTSBURGH, PA. 
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Equipment Literature (cont'd) 


site industrial vent pipe and stacks; and on 
J-M packings and gaskets. 

The catalog also describes in detail J-M In- 
dustrial Flooring Plank, Asphalt Tile Flooring 
and Transite movable partitions. 

Copies of this book, Form GI-6A, are avail- 
able upon request to Johns-Manville, 22 East 
40th Street, New York City. 


C-E Direct Fired Systems 


A new catalog has just been issued by Com- 
bustion Engineering Company, Inc., New 
York, which incorporates the latest improve- 
ments in mills and burners as well as many of 
the latest installation drawings of steam gen- 
erating units covering a wide range of capacity 
and pressure. 

The design improvements include changes in 
the bowl mill classifier arrangement and a new 
feeder drive; adjustable feature of the tan- 
gential burners and the elimination of all re- 
fractory around these corner burners; and 
changes in the horizontal turbulent burner, in 
which the distributing vanes for secondary air 
are now placed within the boiler front. De- 
tails of all essential parts are shown by cut- 
away wash drawings and photographs. There 
is also a section on impact mills and on pul- 
verized coal furnaces. 

__ The catalog covers 36 pages and contains 50 
illustrations. 


Direct Current Motors 


Allis-Chalmers Mfg. Company, Milwaukec,’ 


Wisconsin, has issued bulletin B-6131 illus- 
trating and describing their Lo-Maintenance 
Type E, Direct Current Motors and Generat- 
ors for ratings up to 200 hp and 150 kw. 


Bauer Ladders 


A new catalog and price list of Bauer ladders 
has been issued by The Bauer Manufacturing 
Co., Wooster, Ohio. Various types of ladders 
and miscellaneous equipment are illustrated 
and described. Countersunk rungs and double- 
dipped tenons feature the construction of 
Bauer ladders. : 


Smoke Controls 


Boiler Room Equipment, Inc.; New York, 
N. Y., has issued a bulletin describing Sentry 
smoke control equipment and combustion indi- 
cators. The advantages offered by Sentry 
equipment for controlling smoke while main- 
taining highest efficiency are given and the 
bulletin explains the operation of Sentry smoke 
alarms and recorders. 


Regulator for Feeder Voltage 


Allis-Chalmers Mfg. Company, Milwaukee, 
Wis., has issued Bulletin B-6126 describing a 
completely new dry type air-cooled regulator 
for feeder voltage regulation available in rat- 
ings of 36 kva to 96 kva, 2400 volts, single 
phase. This new unit embodies the same in- 


herent advantages of low exciting current, low 
losses and, fine regulation that have made the 
company’s oil-filled type of regulator so popu- 
lar during the last few years. 

The unit has a wide application in indoor 
sub-stations where reduction of fire hazard js 
of vital importance and where it is generally 
undesirable to have special non-inflammable in- 
sulating liquids. 

Elimination of oil makes fire proof vaults 
unnecessary and does away completely with 
periodic maintenance and filtering of oil. Dry 
operation permits of easy inspection, as the 
mere unlatching of a door makes all working 
parts readily accessible. 


Hot Process Water Conditioning 


A new 48-page catalog on Hot Process Wa- 
ter Softeners for removal of hardness, silica, 
and other scale-forming material from boiler 
feed and industrial process waters, has been 
published by Cochrane Corporation, Phila- 
delphia. 

The book contains a nine-page appendix of 
feed-water chemistry, in addition to heat bal- 
ances, flow diagrams, two-color construction 
drawings, and engineering tables and charts. 
Effective treatments for all water conditions 
are discussed. Various types of installations 
are diagrammed, and considerable space is de- 
voted to illustrations and descriptions of ac- 
cessory equipments and their various func- 
tions. 

This new book provides a basis for select- 
ing the proper method of feed water condi- 
tioning that will be most suitable and_eco- 
nomical for any given plant. A copy, desig- 
nated as Publ. 3,000, may be obtained from 
the manufacturer. 


Cochrane Sight Glasses 


The six Sight Glass fittings to indicate flow 
in pipe lines previously announced by Coch- 
rane Corporation, Philadelphia, Pa., have 
been supplemented by five smaller sizes with 
screwed, connections, according to Publication 
2970 issued by the manufacturer. Sizes range 
from # in. to 2 in. for the new screwed connec- 
tion fittings and from 23 in. to 8 in. for the 
flanged design. Bodies are of cast iron for 
pressures to 125 lb. per sq. inch. Pyrex win- 
dows are held in place by gasketed steel 
frames. Weights have been reduced on all 
sizes. Complete information including prices 
is given in the bulletin (Publ. 2970), which 
may be obtained from the manufacturer. 


Kinnear Rolling Doors 


The Kinnear Manufacturing Co., Columbus, 
Ohio, has issued its 1941 Catalog describing 
all types of Kinnear doors and door equip- 
ment. The new publication (Bulletin No. 28) 
consists of 40 pages, is profusely illustrated 
and provides a valuable source of data cover- 
ing all types of doors as well as shutters, 
grilles, partitions and door operating equip- 
ment. 

Copies may be obtained from the manufac- 
turer. 


Mention the FortnicutLy—lIt identifies your inquiry 


MAR. 13, 1941 
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Look up in this new book: 


@ factors influencing adequacy of rates 
methods for determining rate base 
how to provide for depreciation 
and expenses 

income to which utility is entitled 
value of service 

trend in prices 

public policy 

necessity for surplus 

test period for determining rates 
regulation 

electric rates 

gas rates 

water rates 

telephone rates 

street railway rates 

service by the partedint utilities 


See these 28 chapters: 
Section | Valuation 
The Rate Base 
Ascertainment of the Rate Base 
Auxiliary Expense Items 
Special Tangible Items 
Intangible Items of Value 
Section Il Depreciation 

Nature and Kinds of Depreciation 
Necessity of Providing for Depreciation 
Depreciation Fund or Retirement Re- 


serve 
Accumulation of the Reserve 
Treatment of Accrued Depreciation 
Section Ill Expenses 
General Consideration Regarding 
Expenses 
Operating Expenses 
Section IV Return 
Gross Revenue 
Factors Affecting Reasonableness of 


eturn 
Reasonableness of Return as a Whole 
Section V Discrimination 
Discrimination in Rates 
Discrimination in Service 


Section VI Rates 
Regulation of Rates 
— Wadselying Rate Determina- 


tlo 

Electric Rates 

Rates for Other Utilities 
Section VII Service 

General Rules for Service 

Extensions of Service 

Abandonment “ pote 

Ownership of Equipm 

Service by Particular. Utilities 


Let this new book help you solve 


DETERMINING FAIR AND 
PROFITABLE UTILITY RATES 





Here is a timely, important book which compre. 
hensively covers the field of public utility rate de. 
termination, service and discrimination, treating the 
subject from the viewpoint of the engineer and man- 
ager rather than from that of the lawyer or economist, 


Elements of 


UTILITY RATE DETERMINATIO 
By John M. Bryant 


Professor of Electrical Engineering, Univ. of Minnesota 


and Raymond R. Herrmann 
Rate Engineer, Northern State Power Co. 


464 pages, 6x9, $4.50 


F ILLED with usable, factual information, this book thd 
oughly discusses the factors, methods and problems 

volved in evaluating public utility property and service for 
purpose of rate-making. In it the authors give the reasons { 
regulation of utility rates, describe the methods used to 

complish such regulation, and outline the practical limitatic 
involved. 

In clear, practical terms, it brings you the essentials of va 
ation, depreciation, expense, return, etc., as factors in ¢ 
establishment of proper rates for the various utility servic 


Keats aed Se ewe 





For illustrative ma 


authors have used 
merous citations fr¢ 
background and i 
cases decided by ¢0 
missions and cou 


tried and found wo 
able. 
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ats You Can Use to Cut Distribution Costs 





NO CONCRETE CASING is needed 
when you install J-M Transite 
Conduit. It does not warp...holds 
its strength and true form under 
heavy earth loads and traffic 
stress. 





MADE OF ASBESTOS AND CEMENT, 

OU save all the expense of “concreting-in” when ree cea eat ocslotance 
you use Johns-Manville Transite Conduit. So strong _—_*° #1! forms of corrosion. 

itneeds no protective casing of any kind, this durable 

duct holds its true form under sustained earth loads and 


trafic pressure. Warping is practically eliminated. 


And you spend less money on maintenance, for 
Transite is an asbestos-cement product . . . completely 
non-metallic and inorganic. It can’t burn, rot or cause 
dangerous fumes or gases. It offers exceptional resist- 
ance to weather and corrosion. Yet installed costs are 
bw, for Transite’s long lengths, light weight and smooth 


bore make work fast and economical. TRANSITE DUCTS are light in 
i = : weight, easy to assemble. Their 
For complete details, write for brochure DS-410. smooth bore stays smooth in serv- 


‘ ‘ “ ice... it s id ble 
Johns-Manville, 22 East 40th Street, New York, N. Y. pulisatany time 





FOR 4% Johns-Manville 


EFFICIENT, 


ae! TRANSITE DUCTS 


5 ER vi CE ’ TRANSITE CONDUIT... For TRANSITE KORDUCT... For instal- 
use underground without lationinconcrete. Thinner walled, 

5 P & Cc | F y. ee a concrete envelope and _lower priced, but otherwise idene 

ee for exposed locations. tical with Transite Conduit. 
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Double talk 
preferred 


OUBLE talk isn’t recommended in the best of society, 
but there are times when it can be very effective... 
and this is one. 


We sell store fronts, and you sell lighting. Our store 
fronts are more eftective when there is more of your light 
used on the exterior and on the interior, and you will agree 
that your customer will be more satisfied with his new light- 
ing fixtures and increased illumination if he has a new store 
front to help create customers for him. 


So let’s use a little double talk. We'll mention to our 
store front prospects the advantages of better lighting, in 
return for your mention to your prospects of the value of 
modern exteriors. And thus, we'll both win their appreci- 
ation. 


When you think of store fronts, think of “Pittsburgh” 
Pittco Store Fronts .. . the leader in the field. 


ITTCO STORE FRONTS 


PITTSBURGH PLATE GLASS COMPANY 
"PITTSBURGH stand fot Duality Glass andl Paint 
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HERE'S ANOTHER ARMY 


TYPICAL CASE 


The power company and 
keal Wiegahd engineer 
tooperated in developing 
this portable electrically 
heated cleaning tank for 
cn aircraft manufacturer. 


ON THE MARCH! 


Marching steadily into manufacturing industries—particu- 
larly the defense industries—Chromalox electric heating 
units in ever-increasing force are helping to win the Battle 
of Production. 

These quickly installed units are speeding output every- 
where, showing shop executives new, effective ways to put 
more KW’'s to work, thus building profitable load for utilities. 

Chromalox units in type, size, capacity and form for every 
conceivable industrial heating requirement, backed by skilled 
Wiegand electric heating engineers located in twenty-eight 
leading centers, cooperate with you to increase the produc- 
tive capacity of your industrial customers—and to put more 
KW’'s on your lines. 

Call the local Chromalox representative, or write us direct. 


EDWIN L. WIEGAND COMPANY 
7500 THOMAS BLVD. s PITTSBURGH, PENN. 


cCHROMALOX 
—— The lad bui 


builder 
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STATE AND FEDERAL 


REGULATION 
OF 
PUBLIC UTILITIES 


Now Available 


A Volume Containing the Entire 1940 Convention Proceedings 
of the 


NATIONAL ASSOCIATION OF 
RAILROAD AND UTILITIES COMMISSIONERS 


$6.00 


Including round-table discussions and reports on the following subjects: 


Utility Regulation and National Defense—Coordination of Federal and 
State Regulation of Motor Carriers—Methods of Shortening Rate 
Cases and Costs Thereof—Telephone Regulation—Financing 
the Utility Property Account—Valuation—Uniform Motor 
Freight and Rail Classification 
These and others 


COMMITTEE REPORTS SEPARATELY PRINTED AND OTHER 1940 PUBLICATIONS 
OF THE NATIONAL ASSOCIATION OF RAILROAD AND UTILITIES COMMISSIONERS 


tht tendlation sand! National Metense i. d66sin<sncecesuins yale cs oeesretie vent ne tates $2.00 

Report of Committee on Corporate Finance 1.25 

Methods for Shortening Rate Cases and For Reducing the Cost Thereof 

Interpretations of Uniform System of Accounts for Electric Utilities, E-3 

Interpretations of Uniform System of Accounts for Gas Utilities, G-3 

Interpretations of Uniform System of Accounts for Telephone Utilities, T-2 

Interpretations of Uniform System of Accounts for Water Utilities, W-3 

Statement Relating to Original Cost and Reclassification of Utility Plant Pursuant to the 
Provisions of Uniform Systems of Accounts for Electric, Gas and Water Utilities. . 1.00 

Rules Governing the Preservation of Records of Electric Utilities.................0.00% 15 

Report of Special Committee on Uniform Motor Freight and Railroad Classification 1.00 

Report of Special Committee on Uniform Service Company Contract 1.00 

Report of Committee on Valuation 

Report of Special Committee on Developments in Regulatory Law 

Annual Report Forms for Electric Utilities ($2) Gas Utilities ($2) Water Utilities ($2) 
Combination of two ($3) of all three ($4.50) 


(Where remittance accompanies order we pay forwarding charges) 





NATIONAL ASSOCIATION OF RAILROAD AND 
UTILITIES COMMISSIONERS 
7413 NEW POST OFFICE BLDG. WASHINGTON, D. C. 
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Do more work 


with less 
effort in 194] 


* 


You Set this Work-Saver RIGID 


No. 65R-C to thread 1° to 2” Pipe 
in 10 Seconds 


UCH less work with this smooth threading 
new all-steel and malleable-alloy Ripaib, 
with high-speed steel dies. @ Shifts to 1”, 144”, 
1,” or 2” pipe in 10 seconds—one set of chaser 
dies, no extras to lug around or lose. Threads 
easily—a little finger can turn it. @ No lost time 
backing off—special lever releases dies. Quick 
setting for drip threads, close nipples. Automatic 
mistake-proof work-holder—no bushings. ® Your 
men do more without extra strain with time-and- 
work-saver RIB&IDs. Buy at your Supply House. 
The Ridge Tool Company, Elyria, O. 


WORK-SAVING PIPE TOOLS 
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Number 3 of a Series 

HO EVER thought of bring- 

ing a I5 year old automobile 
up-to-date as far as reliability or TRIDENT 
any other feature was concerned? INTERCHANGEABILITY 
And yet that is what is being done wate 
successfully every day with Trident Kongueny Ge Seneny 

Efficiency in Maintenance 

Meters, not only 15 years old, but scteiliclaithy te Poekuoseinal 
twice that age! All because of unleash 
Neptune Interchangeability, which Replacements 
permits you to use new up-to-date Utmost in Revenue 
parts, with all modern improvements 
and refinements, in your oldest Tri- 
dent Meter. 


NEPTUNE METER COMPANY - 50 West 50th Street, NEW YORK CITY 
61: Branch Offices in CHICAGO, SAN FRANCISCO, PORTLAND, ORE, DENVER, DALLAS, KANSAS CITY, 


Split-Case 
Type 


Frost-Proof 
Type 











psec LOUISVILLE, ATLANTA, BOSTON. 


WW, Neptune Meters, Ltd., 345 Sorauren Avenue, Toronto, Canada. 
Uwe 22°26 194) 


ROYAL YORK HOTEL 





eee BN 
CANADA 
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NATIONAL DEFENSE NEEDS MORE 
THAN “ELBOW GREASE" 


Industrial lubrication, as exempli- 
fied by the role of Cities Service, 
plays a vital part 


Lifeblood of the factory line is the precious 
oil that keeps the wheels of industry turning 
. spinning ever faster and faster as tanks, 
ships, planes and trucks spring from blue- 

prints into cold steel. 
In many phases of na- 


tional defense, Cities 
Service’s industrial oils 





SURES SACR STAC CAA TASTE NT OMEUR URES TELIA TRRRUERBPALT OGRE BORE 


have been called upon to help deliver max- 
imum efficiency of operation. 


We are honored by our selection, feeling 
that it indicates more plainly than words 
that we are qualified to meet the lubrication 
problems of industry. The vast experience 
of our Lubrication Engineers is available 
for consultation without cost. All you have 
to do is get in touch with us at any of the 
offices listed below. 


CITIES SERVICE OIL COMPANIES 


CITIES SERVICE OIL COMPANY 


- Chicago, New York, Cedar Rapids, 


Boston, St. Paul, Grand Forks, Kansas City, Fort Worth, Oklahoma City, Milwaukee, 


Cleveland, Detroit, Syracuse. 


= CITIES SERVICE OIL COMPANY, LTD.—Toronto, Ontario. 


ARKANSAS FUEL OIL COMPANY -~ Shreveport, 


Little Rock, Jackson, 


Miss., Birmingham, Atlanta, Charlotte, N. C., Nashville, Richmond, Miami. 
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How to handle all kinds of wiring and 
A PRACTICAL, HOW-TO-DO-IT HANDBOOK installation jobs 


gg ~ par age sa ee - the latest — agg in strict accordance with 

itions, illustrations, ; t d 

ple el page ie “what the Code =a Bary wat tt souls THE 1940 NATIONAL 
commercial buildings high-voltage equipment ELECTRICAL CODE 


homes signal systems : : 
factories : . . ERE is the electrical contractor’s ; 
STAG awoek motor installation $s) 
hazardous locations services . book almost completely re-writi 
ihantrat grounding : in accordance with the new 1940 
emergency lighting design of installations requirements and planned to enable elg 
Based on the 1940 Code, Abbott's tricians to understand the new rulings 
: 2 the National Electrical Code and to 
National Electrical Code Handbook work in accordance with the Code 
bri 7 An instantaneous aid 
WIRES ICE In Abbott’s Handbook you can find 
—definitions of Code terms —85 useful tables the rules affecting any question in an j 
—138 wiring and connecting 
diagrams 








—types of approved wiring 


—requirements pertaining to 
standard materials and ap- 
paratus, and methods of ie 5 
installing them tions to make the 
—general requirements : easier for you to unde 
applying to all wiringg a stand quickly. 
systems » 
—automatic overload pro- 
tection, general re- 
quirements and spe- 
cific applications 
—simplified application 
of Code data pertain- 
ing to motor installa- 
tions 


—280 illustrations and 
schematic diagrams 
of apparatus and in- 
stallations 





book to help you, yo 

cannot miss sing 
Key to the Code ‘ae rule and you cannot fa 

A few minutes’ attention to the be T 

Key to the Code Requirements in ABBOT to understand all of 

front of this book will give the rules. It reduces a mad 


reader a better idea of the scope - 
and contents of the code than of scattered rules to 


— 3 oe by ae hours’ logical and understan¢ 
stu of the code itself. 1 
“ ei able system. 











Just Out! Arthur L. Abbott's 


NATIONAL ELECTRICAL CODE HANDBOOK 


595 pages, 5 x 742, semi-flexible, 418 illustrations. $3.00 





A time and money saver of apparatus have been used freely wherever the text ca 
be more clearly explained in this manner. 

A - 7 the ong: is one of the most unusual and 
elpful electrical books that has been published in recent 
years. It gives a wealth of information from the practical All the tables of data 
angle of getting jobs done according to legal requirements. which must be referred to frequently by users of th 
It saves delay in starting jobs, it saves time and money code have been placed together in the last chapter of 
in avoiding false starts, errors and violations. At the ook in order to make these data most convenient {0 
same time it contains so much clearly presented informa- quick reference 
tion that it will pay to use it for general reference on i 
many questions of materials, plans, wiring and installation. ( 





Long, involved rules made plain Order direct from 


po ape a ruling me clarity, Bi cotay reviewed PUBLIC UTILITIES FORTNIGHTLY 
and its practical application is explained. The more in- 

volved Code paragraphs have been divided into short and 1038 Munsey Bidg., Washington, D. ©. 
simple rules and others are restated in simple language. 
Diagrams, sketches and illustrations of commercial types 
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150,000 HP Francis Turbine 


for Grand Coulee Project 
(SHOP HYDROSTATIC TEST—230 LB. PER SQ. IN.) 


YDRAULIC TURBINES 
FRANCIS AND HIGH SPEED 
RUNNERS 
BUTTERFLY VALVES 
POWER OPERATED RACK RAKES 
GATES AND GATE HOISTS 
ELECTRICALLY WELDED RACKS 






Newport News Shipbuilding and Dry Dock Company 
(Hydraulic Turbine Division) 


Newport News, Virginia 
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A new book for metermen 


TELLING HOW TO 
measure alternating-current 
energy with the induction 
watt-hour meter 





Make the information on 
metering in this practical 
new book bring you real 
profit... 


You know your job. But the 
more you know about it, the 
more you know about the tools 
you work with, the more you 
know about attacking and 
solving properly special prob- 
lems in your line—the more 
valuable you are as a man and 
as an employee. 


THESE TEN PRAC. 
TICAL CHAPTERS 
WILL HELP YOU 


® Early History of the Watt- 
hour Meter Art. 


@ Elemental Theory of Torque 
Production. 


@ Essential Elements of the 
Watt-hour Meter. 


@ Application of the Essential 
Elements in Modern Meters. 


@ Watt-hour Constants; Gear 
and Register Ratios. 


® Vector Analysis of the In- 
duction Watt-hour Meter. 


© Compensation of Errors. 
® Polyphase Metering. 


® Analytical Checking of Meter- 
ing Schemes. 


®@ Metering Special Circuits. 


This informative book answers for metermen the follow- 
ing questions: 


1. What makes the disk in a meter go around? 

2. How can this revolving disk be made to measure 
energy P 

3. What metering scheme should one use to measure 
the energy in a particular circuit? 

4. How may one be sure that all the energy in such a 
circuit is metered by the particular scheme chosen? 


The presentation is based throughout on the author's 
long experience in teaching metering principles to groups 
and special classes of metermen. 


THE MEASUREMENT OF 
ALTERNATING-CURRENT 
ENERGY 


BY DONALD T. CANFIELD 


Associate Professor of Electrical Engineering, 
Purdue University 


210 pages 514 x 8, 74 illustrations $2.00 


HE book begins with an outline of the development 

of the principles of metering. It then provides an 
answer to the question: What are the ways and means, 
together with their modifications, of producing a torque 
on a rotatable member by electromagnetic means? 


After showing the possibilities of producing rotation in 
a disk by electromagnetic means, it explains why such 
motion must have a purpose. Then follows a discussion 
of the remaining essentials of an energy meter and the 
application of these essentials in modern meters. 


Meter constants and methods of compensation are cov- 
ered in considerable detail. Also a method is developed 
and applied for checking the correctness of a proposed 
metering scheme to ascertain whether or not the pro- 
posed meter will or will not record all the energy pass- 
ing through the metering point. 





Send check, money-order or cash to 


PUBLIC UTILITIES FORTNIGHTLY 


MUNSEY BLDG., WASHINGTON, D, C. 















How can I cut my 
hauling costs ? 












Look and Save / Buy the 
One -Iwo-Three Way... 











2, LOOK AT 
Low-Priced Truck 


4L00KAT 
w-Priced Truck 


IMPARE TRUCKS—Here’s a sug- 
sion that’s as free as the air you breathe. 
nit can save you some money ... maybe 
ot of money! 

ly your trucks the one-two-three way! In 
her words, before you day your money on 
tline for any truck, look at Dodge Job- 
ated trucks, 


OMPARE QUALITY—Check and 
mpare all important truck units. Be sure 
re the right quality and the right size 
the truck you buy .. . built for the job 


IEPEND ON DODGE 


hb-Rated TRUCKS 
Zoilee 


BECAUSE OF 
CHRYSLER 


fos Raled MEANS- A TRUCK 
THAT FITS YOUR JOB 


CORPORATIO! 
eT, NC 









3. THEN LOOKAT 


Low-PRICED 
DODGE fos Bad TRUCKS 








... to stay on the job ... to save you money! 


They will be right in a Dodge Job-Rated 
truck . . . because that’s what “Job-Rated” 
means ... trucks built to fit the job! 


When you pay for quality, get quality... 
Dodge quality . . . built-to-last quality ... 
in design, materials and workmanship. 


You don’t have to pay extra money for such 
a truck, because Dodge Job-Rated trucks are 
priced with the lowest. See your Dodge dealer 
now for a “good deal.” 


PRICED WITH THE LOWEST 
Chassis..500° Pick-Ups 630° 


a 


Chassis ..°595* Stakes _.*740" 


(WITH CAB) 


Above prices are delivered at Detroit, Federal taxes included. 
Transportation, state and local taxes (if any) extra. All 
prices shown are for ¥4-ton except stake model which is for 


34-ton. 112 standard chassis and body models available. 
PRICES SUBJECT TO CHANGE WITHOUT NOTICE 
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PROFESSIONAL DIRECTORY 


® This Directory is reserved for engineers, accountants, rate experts and others equipped 
to serve utilities in all matters relating to rate questions, appraisals, valuations, special re. 
ports, investigations, design and construction. < < ¢ < « 





THE AMERICAN APPRAISAL GOMPANY 


INVESTIGATIONS e« WALUATIONS « REPORTS 
PROPERTY EXAMINATIONS AND STUDIES for 
ACCOUNTING AND REGULATORY REQUIREMENTS 

CHICAGO - MILWAUKEE +» NEW YORK + WASHINGTON ~ And Other Principal Cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA 


PACKARD BUILDING 








orsicx —— FOCD, Bacon « Davis, anc. maxx cases 


CONSTRUCTION Eni APPRAISALS 
OPERATING COSTS ngimeets INTANGIBLES 
VALUATIONS AND REPORTS 


NEW YORK PHILADELPHIA WASHINGTON CLEVELAND CHICAGO 








J. H. MANNING & COMPANY 


120 Broadway Field Building 
New York ENGINEERS Chicago 
Business Studies Purchase—Sales Valuations 
New Projects Management Reorganizations 
Consulting Engineering Mergers 


Public Utility Affairs including Integration 











SANDERSON & PORTER 
ENGINEERS AND CONTRACTORS 
Design and Construction of Industrials 
and Public Utilities. 
Reports and Appraisals in Connection 


With Management Problems, Financing, Reorganization. 
Chicago New York San Francisco 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 
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PROFESSIONAL DIRECTORY (continued) 









STONE & WEBSTER ENGINEERING CORPORATION 


DESIGN AND CONSTRUCTION 
REPORTS * EXAMINATIONS * APPRAISALS 
CONSULTING ENGINEERING 


BOSTON ¢ NEW YORK © CHICAGO « PITTSBURGH ¢ SAN FRANCISCO ¢ LOS ANGELES 








BARKER & WHEELER, Engineers 
Il Park Place, New York City. 
36 State St., Albany, N. Y. 
Designs and Construction—Operating Betterments— 
Appraisals, Rates—Office Systems 
Twenty Years Special Ezperience in Development of 
Original Costs, Restoration of Capital Accounts, Installa- 
tion of Per petual Property-Record Systems, and Special 
Problems of "Municipal and Other Non-Centralized Proper- 
ties. 


Francis S. HABERLY 
ENGINEER 


Appraisals—Property Accounting Reports 
—Cost Trends 


122 SOUTH MICHIGAN AVENUE, CHICAGO 








BLACK & VEATCH 


CONSULTING ENGINEERS 


Appraisals, investigations and re- 
ports, design and supervision of con- 
struction of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 


JACKSON & MORELAND 
ENGINEERS 


PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION—VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 











EARL L. CARTER 


Consulting Engineer 


REGISTERED IN INDIANA, NEW YORK, OHI®, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 


PUBLIC UTILITY 
VALUATIONS AND REPORTS 
814 Electric Building Indianapolis, Ind. 


JENSEN, BOWEN & FARRELL 


Engineers 


Ann Arbor, Michigan 


Appraisals - Investigations - Reports 
in connection wit 
rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues. 








E. J. CHENEY AND Co. 


Engineers and Consultants 


61 BROADWAY NEW YORK 


SLOAN & COOK 


CONSULTING ENGINEERS 


120 SOUTH LA SALLE STREET 
CHICAGO 


Appraisals—Original Cost Studies 
Depreciation, Financial, and Other Investigations 




















ROBERT E. FOLEY 


Erecting Engiseer 


Telephone Lines—Rural Lines—Fire Alarms— 
Transmission Lines 


48 Griswold St. Binghamton, N. Y. 








J. W. WOPAT 


Consulting Engineer 
Construction Supervision 


Appraisals—Financial 
Rate Investigations 


1510 Lincoln Bank Tower Fort Wayne, Indiana 
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INDEX TO ADVERTISERS 


es Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 


A 


American Appraisal Company, The 


B 


*Babcock & Wilcox Co., The 
Barber Gas Burner Company, The .... 
Barker & Wheeler, Engineers .............. 
Black & Veatch, Consulting Engineers 
Burroughs Adding Machine Co., 





Cc 


Carter, Earl L., Consulting Engineer 
Cheney, E. J. and Co., Engineers 


Chevrolet Motor Division of General Motors 
Sales Corp. 29 


Cities Service Petroleum Products .......................... 51 
Cleveland Trencher Company, The 

Combustion Engineering Company, Inc. 

Connelly Iron Sponge & Governor Co. ..... a 
Crescent Insulated Wire & Cable Co., Ine. .......... 





D 


Davey Tree Expert Company 

Day & Zimmermann, Inc., Engineers ........... 
Dicke Tool Company, Ine. 
Dodge Division of Chrysler Corp. ..................... 55 





E 


Egry Register Company, The 

Ehret Magnesia Manufacturing Co. .. 
Electric Storage Battery Company, The . 
Electrical Testing Laboratories 

Elliott Company 
Elliott Addressing Machine Co., The .................. . 
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Foley, Robert E., Erecting Engineer 
Ford, Bacon & Davis, Inc., Engineers ......... 
Ford Motor Company 


Forest City Foundries Company, The 
Inside Back Cover 
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General Electric Company 
Grinnell Company, Inc. 








H 
Haberly, Francis S., Engineer 
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International Harvester Company, Inc. .... 
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NIAGARA 
GAS FURNACES 
are A.G.A. Approved 


ww copper chrome cast iron; or .. . Toncan 

iron heat exchangers . . . selection of belt or 
direct drive blowers with two speed control... . 
summer winter switch .. . modern casing design 
... low prices... and A. G. A. approval, Niagara 
Furnaces meet the demands of speculative and 


contract builders, home owners and utilities alike. 


Write for complete information 
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The Forest City Foundries Company 
2500 West 27th Street Cleveland, Ohio 
Established in 1890 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





PERATION of push button con- 
O trols, on the master control panel 
shown above, makes possible the accu- 
rate study and observation of any line 
in an a-c network system under varying 
operating conditions. This is the heart 
of the Westinghouse network calcu- 
lator for system study—the world’s 
largest. Projected systems can be set up 
in miniature and operated, generators 
can be added, faults applied, and lines 
opened—much the same as in actual 
practice. By use of this calculating 
equipment power companies are sav- 
ing thousands of dollars every year. 





WESTINGHOUSE ELECTRIC & MANUFACTURING COMPANY, “BAST PITTSBURGH, 


Westinghouse 


ELECTRICAL PARTNER OF THE CENTRAL STATION INDUSTRY 





